Magazine of Wall Street 


An Exponent of Common Sense In the Buying 
and Selling of Securities for Income and Profit 








Vol. Sixteen 


SEPTEMBER 4, 1915 








What the Steel Barometer 
Shows 


The Rise in Iron Prices—Increased Production—Relation 
With Stock Market 





By G. C. SELDEN 





NE of the most notable features of 
the recent business situation has 
been the great revival in the steel 

industry, and because of the barometric 
importance of that industry, the follow- 
ing question is now of much interest: 

“How far may the expansion in the 
iron and steel business reasonably be ex- 
pected to go and how may the climax of 
its activity be recognized when it 
comes?’ Discussing the subject “How 
Will the War Affect American Invest- 
ment and Business Conditions?” in Oc- 
tober, 1914, the conclusions reached were 
that money rates would become easy in 
the early future; that commodity prices 
would remain relatively high throughout 
the war ; that our business activity would 
grow during the war; and that many of 
our stocks would sell at much higher 
prices because of the increased earning 
power of the companies represented. 

Steel as a Barometer 

In arriving at those conclusions the 
condition of the steel industry was among 
the subjects analyzed, and the two 
graphics then used are here completed 


and brought down to date. The position 
of the industry at that time was sum- 
marized as follows: 


“The graphics show that our produc- 
tion of pig iron, unfilled orders of the 
Steel Corporation, per cent. of orders 
to production, and the price of iron were 
all, just before the outbreak of the war, 
in substantially the same position as in 
1904, 1908 and 1911. Our iron industry 
being almost entirely a domestic prop- 
osition, the effect of the war on it has so 
far been relatively slight and indirect. 
The price of iron has as yet shown no 
change worthy of mention, but the activ- 
ity of the industry has suffered a decided 
check, which is, I believe, certain to 
prove merely temporary. 

“It will be noticed that there is a sur- 
prising correspondence between the gen- 
eral movements of commodity prices and 
the production of iron. In each case when 
a decided check was administered to the 
activity of the iron industry, as in 1904, 
1908 and 1911, the subsequent rise of 
commodity prices was soon followed by 
a notable increase in iron production, 
and a little later by higher iron prices. 

“Will this precedent be followed in the 
present instance? I see no reason to 
doubt it. Steel is the most neces 
material for warfare; but the steel bus 
ness of Europe is almost prostrated. - Ef 
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the war continues, as apparently it must 


for some time to come, , France 

and Russia are likely to upon us for 

a variety of iron and steel manufactures. 

“If in addition general business 
throughout this country is stimulated by 
the war demand for varied ‘products, our 

tic requirements for iron and steel 
manufactures will be greatly enlarged. 

“Owing to the peculiar nature of the 
present rise in prices, iron Production 
will not follow as closely as in the past, 
but a gradual increase in production 
seems to me a reasonable certainty.” 

Reference to the graphics now shows 
the natural working out of the situation 
as it was then outlined. Production of 
pig ig iron reached its low point in Novem- 

r and December, 1914, and a rapid in- 
crease followed. Unfilled orders of the 
U. S. Steel Corporation began to rise 
about the same time. The price of pig- 
iron—which always turns upward some- 
what later than production—reached its 
low point in February, 1915. Com- 
modity prices, after a premature bulge 
on the war speculation, started in No- 
vember, 1914, on a sustained advance, 
and were followed, as usual, by increased 
iron production. 

In estimating the prospects of this 
basic industry for the future, it is neces- 
sary to aoe in mind the general prin- 
Wht How ‘underlie the graphics here- 

‘ wn. These were explained in 





the series “The Art of Interpreting 
Financial Conditions,” June, 1914, page 
120. It will merely be necessary to 
summarize them here. 

Underlying Principles 

The price level of the stock market 
depends, in a broad general way, on the 
supply of capital for use in new enter- 
prises or in the extension of old ones. 
New enterprises and extensions involve 
néw construction, and iron is the prin- 
cipal material used. Hence the price of 
iron follows the price of stocks. A bull 
or bear movement appears in the stock 
market before it shows in iron or steel: 
nevertheless, the expansion and contrac- 
tion of ‘the steel industry is so rythmical 
that it usually sheds considerable light 
on the future of the stock market. 

A period of low prices, small produc- 
tion and few orders in the steel and iron 
industry is always followed by an era of 
expansion, which affects the prices of 
both stocks and commodities. Just when 
the movement will start or how far it 
will go cannot be told from the iron in- 
dustry alone, but that is one of the im- 
portant elements in the formation of a 
sound judgment of the situation. 

The general course of the stock mar- 
ket is shown on the graphic by the aver- 
age of twenty railway stocks. The low- 
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est point of this average while the stock 
exchanges were closed cannot be exactly 
determined, but the dotted part of the 
line is approximately correct and shows 
that the low point was very nearly the 
same as in the panic of 1907. The rally 
in stocks started, as usual, a little in ad- 
vance of the increase in iron production 
and in unfilled orders, while iron prices 
lagged still further behind. 

The advance in the industrials has, of 
course, been much greater than in the 
rails, because their earnings have been 
more directly affected by war orders; 
but the course of the railway stocks more 
closely represents the condition of busi- 
ness in the United States taken as a 
whole. Our business activity has not, 
on the average, increased as rapidly as 
would be supposed if we were to gauge 
it by the advances in industrial stocks, 
because it has been too much concen- 
trated in certain lines while other lines 
have not as yet felt much benefit from 
the war orders, directly or indirectly. 

How Much Will Iron Rise? 


In both of the expansive periods which 
ended in 1902 and 1906, the price of iron 
reached fancy figures. This was because 
we were at that time in a big constructive 
era. The advances of 1909 and 1912 
were much smaller, because these minor 


cycles did not occur in a general con- 
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structive period. In view of the present 
big waste of capital abroad, it is doubt- 
ful whether the situation now contains 
any such tremendous constructive possi- 
bilities as 1902 or 1906, but it is reason- 
able to expect that the price of pig iron 
will reach $18 a ton (No. 2 Southern at 
Cincinnati) at least before the move- 
ment culminates. This would be the 
high price of 1909 and a little above the 
high price of 1912. 

Monthly production of iron should 
reach a higher point than in 1913, since 
the country is constantly growing and 
capacity for producing iron grows with 
it. We may hazard the guess that the 
high point of iron production on this 
swing will be in the neighborhood of 
3,000,000 tons monthly. 

Unfilled orders of U. S. Steel are more 
difficult to approximate for the future. 
The capacity of the big corporation in- 
creases constantly and is now consider- 
ably above 1912, but unfilled orders de- 
pend, of course, on the ratio between de- 
mand and supply, and on the proportion 
of the country’s business that the com- 
pany can get. It has apparently accepted 
no war orders direct so far, and if that 
policy is continued its unfilled orders 
may not reach the same proportion to 
iron production as in previous periods 
of expansion. The downward turn in 
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unfilled orders, however, may be expected 
to come a little before the falling off in 
iron production. 

A sudden rise in the price of iron to 
around $18 a ton would naturally make 
us much more suspicious of the per- 
manency of the demand than if the price 
were to climb to that figure slowly and by 
easy stages, ad it would indicate the spec- 
ulative period of expansion in the in- 
dustry. When speculation begins to affect 
any industry the result is a much quicker 
rise of prices than when the advance is 
for the most part due to actual consump- 
tive demand. The jump in commodity 
prices in August, 1914, is an extreme ex- 
ample of that principle. 

It will be noted from the graphic that 
commodity prices generally begin their 
downward swing a little earlier than iron 
production falls off, after the climax of 
the wave. Hence Bradstreet’s Index is 
always an important figure to watch. 

The ratio of commodity prices to iron 
production has always been a very in- 





teresting feature to observe. In the panic 
of 1914, as in 1907 and 1903, this ratio 
dropped entirely below its ordinary 
channel, and it has since risen rapidly, 
just as in previous instances. One would 
say, in this case, that commodity prices 
are likely to be more affected by the war 
than iron production is affected, and 
hence that the line of this ratio may not 
rise as high as in 1913. Yet it is 
extraordinary how closely these relations 
of things repeat themselves in the suc- 
cessive minor cycles. It is usually 
dangerous to say, “This situation is dif- 
ferent and will therefore work out dif- 
ferently,” because in most cases it works 
out just about the same in spite of in- 
dividual features that are different. 
We can at least say definitely that at 
present there is no indication that either 
the expansion of the steel industry or the 
bull movement in stocks has reached its 
culmination. The price of iron, in par- 
ticular, should show a much sharper ad- 
vance before the upward movement ends. 

















Coming: A Two Billion Dollar Prosperity Train 


Note: Exports of 1915 aggregated a billion dollars in value and those of the coming year will 
be worth double that.—N. Y. American. 





























IF oreign Exchange 


What It_Is—Present Situation and, Effect’ on Business 








By BARNARD POWERS. 





Definition—Foreign Exchange is the financial system by which debtors in one 


country liquidate their debts to creditors in another country. 


It includes the 


mechanism by which the moneys of one country are exchanged or converted into 


the moneys of another country. 


UCH has been written about the 
crisis in foreign exchange of late. 
Many readers have doubtless 
asked themselves why all the commotion 
about the decline in exchange, which now 
is at the lowest point in forty years. To 
the uninitiated the whole matter appears 
more or less academic, but in reality it is 
one of the many reasons which cause 
bankers to grow prematurely gray about 
the temples. 

Everyone knows that foreign exchange 
has something to do with the transfer of 
money, or its equivalent, from one coun- 
try to another, but beyond that the pop- 
ular conception of this most important 
phase of international banking is most 


hazy. 
Mr. Plain Citizen need not feel 
ashamed of his lack of knowledge. The 


man has yet to be found who can truth- 
fully say that he knows all about foreign 
exchange. And the number of those who 
have spent the best part of their lives in 
the foreign exchange marts, and yet have 
scarcely more than a “working knowl- 
edge” of their trade, is surprising. 
The subject of foreign exchange is 
boundless and deep as the sea. Investi- 
gation carries the student into the broad 
realms of banking and then into the 
more intangible and rarer atmospheres 
of economics, where he may spend the 
rest of his days without exhausting the 
subject. 

But there are easily understandable ele- 
ments of foreign exchange which every- 
one should know. 

The general subject of exchange (i. e., 
the payment of obligations due at one 
place by transfer of credit from another) 
divides itself naturally into two classes— 
domestic and foreign exchange. The 
former is so well understood that it need 


only be mentioned. You wish to make a 
payment of $100 to a creditor in Chicago. 
The simplest way is to send your check. 
Thus in exchange for the credit you have 
been allowed, you deposit a part of your 
New York credit to the account of your 
Chicago creditor. And the operation is 
reversed if your position as debtor is ex- 
changed for that of creditor. 

But supposing you have sold a bill of 
goods worth $100 to a Glasgow merchant. 
As is customary in such transactions, you 
draw a sterling draft upon the Glasgow 
buyer for the full amount. You might 
conceivably send the draft by steamer and 
ask your debtor to remit the amount to 
you in gold, the standard of interna- 
tional banking. But a simpler way is 
to sell your draft to your banker, who 
discounts it for you on the basis, in nor- 
mal times, of about $4.83 or $4.84 on each 
pound sterling. The exact value of a 
pdind, expressed in our money, is 
$4.86665. 

Buying, selling and. discounting of 
form the basis of the foreign exchange 
business, although it takes numerous 
other forms. 

The rate of exchange depends upon 
supply and demand. When a vast num- 
ber of bills of exchange are being offered, 
as at present, low rates naturally prevail. 
The fundamental causes which produce a 
demand for foreign exchange and bring 
about high rates of exchange are: (1) 
heavy imports, (2) purchasing of foreign 
securities, (3) maturing of American 
bonds held abroad, (4) low money rates 
here, (5) high money rates abroad. 

Low rates of exchange arise from: (1) 
heavy exports, (2) purchasing of our 
securities, (3) high money rates here, 
(4) low money rates abroad. 

uch are the fundamenta! factors 
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which guide the barometer of foreign ex- 
change. The great disturbing element 
which has driven foreign exchange to 
unprecedentedly low levels at this time, is 
the enormous export business which this 
country is doing with the Allies. Nat- 
urally, exporters are unwilling to discount 
their drafts on the basis of the present 
ruinous rates. They would much prefer to 
receive their payments in gold, but the 
British government has placed a partial 
embargo upon the yellow metal and even 
tourists leaving the country are searched 
lest they carry away with them an illegal 
amount of gold. 

The British buyer has then a hard 
choice. If he buys American dollars he 
must pay something like $5.09 in British 
money for each $4.86 he owes in 
America. Small wonder that a dis- 





when this country makes its heaviest 


shipments of foodstuffs. So that relief 
to the foreign exchange situation seems 
remote indeed, unless some step like the 
establishment here of large credits by 
foreign countries is undertaken. 

There are three ways to rectify the 
foreign exchange situation. The first is 
by shipments of gold by foreign coun- 
tries, secondly, the sale of American 
securities and foreign war bonds, and 
thirdly, the creation of huge credit 
balances in this country secured by 
adequate collateral. The extent to which 
the first method has been employed is 
shown by the table on the opposite page, 
which gives shipments of gold here by 
other countries, up to August 11. 

At first sight, it would seem a very 
attractive operation to buy sterling drafts 











EXCESS OF EXPORTS OVER IMPORTS 
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tinguished delegation of British financiers 
are hastening to this country to find a 
way out of the present difficulties. 

Outside of shipping gold the only 
things our foreign creditors can do are to 
pay us in our own money or else strive 
to offset the enormous balance of trade 
against them by selling their goods. or 
our securities to us. They have already 
resorted to these methods, but the maw of 
war is insatiable and the trade balance, 
already at astounding proportions, con- 
tinues to mount steadily. 

The relative immensity of our trade 
balance is brought out by the table on this 
page, which shows our excess of exports 
over imports for the last decade. 

Nor does the above table complete the 
story. July’s figures show an export 
balance totaling $125,000,000, round 
figures, and the export of war materials 
has scarcely more than commenced. In 


addition, the season of the year is at hand 


at the present rate of exchange, liquidate 
them in London. for gold and then ship 
the gold to this country. A million dol- 
lars invested in this way would show a 
gross profit of approximately $50,000, 
which is a pretty fair return, even from 
a banker’s standpoint. But while the 
Bank of England has not suspended gold 
payments, the “Old Lady of Thread- 
needle Street” is too astute and has been 
in the business too long to allow any such 
“rake-off” at her expense. She has con- 
vinced the .British government, if the 
government needed any convincing, that 
it is a good thing to keep gold at home. 
The government has accordingly placed 
an embargo on gold exports. So that 
the only thing left is to buy American 
dollars which sell proportionately as high 
in London, as sterling sells low here. 
Doubtless the Allies are letting all gold 
go out that can be spared, but it is 
urgently needed at home to fortify al- 
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ready badly inflated currency issues. It 
is estimated that emergency currency 
issues now total about three billions, and 
the more gold that goes out the more 
these issues are likely to depreciate. 
There is no prospect of relief through 
the considerable increase of the demand 
here for sterling, not only because our 
imports have fallen off, but also because 
this year will see much smaller interest 
and dividend payments to foreign holders 
of our securities. As shown earlier in 
this article these two factors are among 
the important ones which create the de- 
mand for foreign exchange on other 
countries. It estimated that America 
has repurchased at least $500,000,000 of 
American securities formerly owned 
abroad. This alone means, allowing a 
4 per cent. per annum rate of interest, a 


premium for dollar drafts on America, 
they will strive to curtail their expendi- 
tures in this country. Probably Europe 
would continue to buy war munitions any- 
way, but when it comes to commodities 
like cotton, leather, copper, etc., to say 
nothing of the luxuries, there is con- 


siderable margin for curtailment. Low 
foreign exchange is a heavy drag on 
foreign consumption of American goods 
and tends to drive foreign trade to other 
markets. So it is for our interest, too, 
that the exchange situation be rectified 
or at least alleviated. We want Europe 
to spend all she can in this country. 
Unsatisfactory as foreign exchange 
situation is at present, the international 
trade situation as a whole is most satis- 
factory. The United States is now the 
greatest exporting nation in the world. 
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Year to August 11th. 








decrease of $20,000,000 in demand for 
foreign exchange in a year. 

Nor will the shopkeepers of the con- 
tinent rake in the golden annual harvest 
of American dollars, which in ordinary 
times means a big demand for foreign 
exchange. Travelers’ checks and other 
remittance forms used by tourists take 
annually about $150,000,000 out of this 
country, it is estimated. This year prac- 
tically all of that money will remain at 
home. Many other factors tend to keep 
down the demand for foreign exchange. 
The total of the falling off can only be 
guessed at, but it can be conservatively 
said that it will aggregate several hun- 
dreds of millions of dollars. 

The present tension in the foreign ex- 
change market means something more 
than a matter for our creditors to worry 
about. It affects this country, too, though 
less sharply. As long as importers 
abroad have to pay the present ruinous 





For the year ended June 30 last our ex- 
ports totaled $2,768,000,000, or nearly 
$600,000,000 more than the British ex- 
ports. This is the first time in our his- 
tory that our exports have topped those 
of our cousins across the sea. 

The old world owes the new world 


more than a billion dollars. And the old 
world must foot the bill. 
The United States has now the 


proud distinction of being the only coun- 
try in the world whose currency has not 
depreciated and whose business is ap- 
proximating ~normal. As a banking 
center we have gained tremendously and 
the realization of “dollar exchange” is 
now nearer than ever before. Whether 
we shall oust London permanently as the 
world’s greatest money center remains to 
be seen. For the present at least we are 
the world’s greatest banker, and the con- 
tinuation of the war only enhances our 
importance, 
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What Thinking Men Are Saying 


About Financial, Investment and Business Conditions 





Sir George Paish on 
Foreign Exchange Problem. 


E speak of the foreign exchange 
problem as if it were merely a 

_ technical difficulty, which could 
readily be corrected by pressing the right 
button somewhere. The real point is, of 
course, that the foreign exchange rate is 
only the superficial indication of the fact 
that we are selling Europe a tremendous 
amount of goods that Europe doesn’t 
want to pay for now. Europe could solve 
the foreign exchange problem in two 
minutes by shipping us in gold the full 
amount owed us—but Europe wants us 
to give long term credit of some sort in 
place of the short term credit we have 
already extended in shipping’ the goods. 

Sir George Paish put the matter very 
clearly in a recent statement to the Asso- 
ciated Press: - 

In the next six months to Christmas the 
balance of exports over imports in favor of 
the United States, after making allowance for 
all outgoings, for interest and service, prob- 
ably will be $1,000,000,000; it conceivably may 
reach a still greater figure. 

Obviously it is quite impossible for Europe 
to buy upward of $2,000,000,000 of goods from 
the United States in a single year unless the 
American people are willing to do what the 
British people always have done—take pay- 
ments for goods in securities. American ex- 
ports will be limited in the current half year 
only by the ability of European and other na- 
tions to pay for goods, first, by shipment of 
their own products to the United States; sec- 
ond, by shipment of gold; third, by sale of se- 
curities, and, fourth, by means of credits. If 
the American people are dubious about giving 
credit, then it is obvious the amount of goods 
they sell must be reduced to the amount for- 
eign nations can pay for by other means. 

* * * 


Can Europe Pay Us 
Without Sending Gold? 


HERE are serious difficulties in the 
way of each one of the four 
methods of payment mentioned above by 
Sir George Paish. The only easy way— 
sending us gold in full—is just the one 
Europe wants to avoid if possible. The 


First National Bank of Boston comments 
as follows: 

In view of the accumulating war loans and 
the large balance of indebtedness, reflected in 
exchange rates, in favor of this country and 
against Europe, the question of inducing Amer- 
ica to take some part of the new obligations is 
assuming critical importance, especially in 
Great Britain. English economists have urged 
three methods of overcoming the adverse bal- 
ance—to reduce England’s imports by means 
of greater economy of private expenditures, to 
send back American securities, and to place 
war loan securities in our markets. Figures 
based upon careful investigation do not indi- 
cate that the holdings of our securities abroad 
are greatly in excess of $3,000,000,000 hold- 
ings of railway issues are less than that sum. 
The volume returned to us thus far is estimated 
at something over $200,000,000—possibly 
nearer twice that amount—but of the re- 
mainder the greater proportion are closely 
held by investors and will not be easily re- 
leased for the liquidation of Europe’s debts 
It seems probable that an increasing effort 
will be made, especially with the coming due 
of various temporary loans in this country, to 
place quantities of the war issues in America. 
So far as such effort may prove successful it 








RIGHT IN THE SWIM. 
—N. Y. 


Telegram. 
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will not portend very favora- 
bly for new financing for our 
own industry, which has re- 
cently been only about two- 
thirds of normal. 


The Chronicle, after 
commenting on the rapid 
increase in the trade bal- 
ance in our favor, adds: 


But that is not all. It is 
certain that during the cur- 
rent and the immediately en- 
suing months the trade bal- 
ance must continue to pile 
up at the same if not a 
greater rate. The fiscal 
year’s balance, we may as- 
sume, has already in the main 
been settled for, partly by 
the return of securities, partly 
by gold exports to the United 
States, and there were, of 
course, as is always the case, 
large offsets against the bal- 
ance, represented by interest 
and dividends on American 
securities owned abroad and 
on investments of foreign 
capital here, and by freight 
on ocean cargoes and other items. As far 
as this past fiscal year is concerned, we 
may take it for granted that only a relatively 
small sum had to be taken care of through the 
establishment of foreign credits here. There 
remains, therefore, the new trade balance that 
will accumulate month by month in favor of 
the United States to provide for. For the late 
year this averaged for the four countries com- 
bined not quite 100 million dollars per month. 
Even if it should run for part of the time as 
high as 150 million dollars a month the task 
ought not to be beyond the ability of the 
United Kingdom, with its vast financial re- 
sources, to assume, after allowing for the off- 
sets that will also accrue during the same time 
in the way already mentioned. 


Knauth, Nachod & Kuhne, in a very 
suggestive discussion of the foreign ex- 
change situation, say: 


This situation provides apparent basis for 
the prediction made in various quarters that 
our foreign trade balance will pass the two 
billion dollar mark by the end of the calendar 
year. Should the war continue another year, 
as various foreign experts believe that it will, 
there is no telling how much further the pur- 
chasing movement will go. 

The largest question therefore, connected 
with the financial operations of the war in 
their bearing upon American finance, has to 
do with the course of the foreign exchanges 


A DIZZY FLIGHT. 


during the period of active 
fighting. The cost of fight- 
ing, like the cost of living, is 
at the highest level ever 
known, and the burden is 
likely to increase. The prob- 
lem of financing the war be- 
comes more complex each 
month that the fighting lasts. 

Great Britain, for months 
past, has rejected all pro- 
posals to borrow here on any 
broad scale. A loan of some 
kind would seem to be in- 
evitable, however, as in no 
other way will it be possible 
for the London bankers to 
bring order out of chaotic 
conditions prevailing in the 
market for sterling -ex- 
change. What has already 
been done toward “mobiliz- 
ing” foreign owned Ameri- 
can securities, as the basis 
for a huge American credit 
fund, is good so far as it 
goes. But an extraordinary 
situation calls for the adop- 


—Puck. tion of extraordinary meas- 
ures, and it is clear that 
some thoroughgoing programme must be 


adopted not alone in the interests of the for- 
eign buyers but for the protection of Ameri- 


can sellers. 
* * 


Banks of the World 

Bursting with Money. 
[IN the meantime, the banks of the whole 

world are bursting with money. The 

banks of Europe have made every effort 
to collect into their vaults as much gold 
as possible, to guard against the increas- 
ing strain of the war. How they have 
succeeded is shown by the following 
table, taken from the Boston News 
Bureau: 


The following sets forth (in thousands of 
dollars) the latest gold holdings reported by 
European banks, and their holdings at begin- 
ning of August, 1914: 


August, August, In- 

1915. 1914. crease, 
Bank of France ...... $834,552 $786,857 $47,695 
Bank of Russia ....... 792,623 816,088 23,465 
Bank of Germany .... 571,036 322,254 248,782 
Bank of England ..... #454,219 131,205 323,014 
Bank of Aus.-Hung. .. 44,996 244,996 wc anenee 
Bank of Italy ........ **217,389 $215,625 1,764 





_ "Decrease. ftIncludes $28,500,000 gold for redemp- 
tion of treasury notes. tNo report furnished since 
July, 1914. **As of June 30, 1915. 
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In America the plethora of money is 
still greater, and with the important dif- 
ference that on this side credit is equally 
easy, while abroad credit is tremendously 
extended, by the aid of government 
guaranties of various kinds. A late re- 
= by Comptroller of the Currency 

illiams thus summarizes the position 
of our banks: 


The national banks of this country and the 
twelve Federal reserve banks, exclusive of 
the State banks and trust companies, have at 
this time an unemployed loaning capacity suf- 
ficient to enable them, if need be, to carry for 
our own people at market value the entire 
cotton crop and half if not the whole of the 
wheat crop and tobacco crop, which it is not of 
course conceivable that they will be asked ,to 
do, and also finance until the purchasers can 
pay in gold or its equivalent a thousand million 
dollars or so of exports of foodstuffs or manu- 
factured products to be shipped to the rest 
of the world. 

It is far better for the banks to employ 
their surplus funds in making loans on staple 
commodities where they can relieve conges- 
tion or promote legitimate commercial trans- 
actions, rather than permit these funds to be 
used for the inflation of the stock markets 
where speculation in securities has already 
reached a point which invites caution. 

¢ surplus reserve, it is estimated, is suf- 
ficient to justify on a conservative basis an 
expansion of credit or a further loaning power 
of say two or three billion dollars. The pres- 
ent total loans of all the national banks 
amount to about six and two-thirds billion 


dollars. 
+‘ x * 


“Seven Years of 
Prosperity.”—Edison. 
THOMAS A. EDISON has several 
times lately expressed optimistic 
sentiments in regard to business pros- 
pects in this country. In a recent inter- 
view he said: 

Entirely leaving out the question of war in- 
dustries, activities which are simply a hectic 
flush and do not give a complexion which in- 
dicates the healthy advance of commercial en- 
terprises in the United States, I am satisfied 
this country has embarked upon a seven years’ 
ervise of prosperity. 

But it may be the same story over again— 
I am afraid it will—some will try to overdo 
it. Bad times will follow that, but not so bad 
as we have seen before, because the banking 
systems of the country is now really sound. 
People can be confident of good times, but 
they must learn to gave and avoid extrava- 
gances. 

The war will likely continue another year, 
and at its close undoubtedly many survivors 
will come here to escape the terrible taxes 








certain to be levied upon them. But there re- 
mains plenty of land uncultivated in this coun- 


try and these people, accustomed to intensive 
farming, will assist us to increase our crops. 
And that’s what we need; intensive farmers. 
Where we are getting fifteen bushels to the 
acre we ought to get forty. These European 
farmers can produce the large amounts, too. 


* * * 


Report of the Walsh 
Industrial Commission. 


THE recent report of the Industrial 

Commission, of which Frank P. 
Walsh was chairman, contains little cheer 
for the would-be optimist. This is 
natural, as the commission was appointed 
for the purpose of finding remedies for 
the acknowledged evils of our industrial 
regime: 

The most striking evidence of poverty 
among workmen is the proportion of pauper 
burials. In New York City one of every 
twelve corpses is buried at the expense of the 
city, or turned over to physicians for dis- 
section. 

Children are the basis of the State. Through 
a study made by the Federal Children’s Bu- 
reau in Johnstown, Pa., it was shown that 
the babies whose fathers earned less than $10 
a week died during the first year at the ap- 
palling rate of 256 in the thousand. Those 
whose fathers earned $25 a week or more 
died at the rate of 7 84 in the 1,000. 

The last of the family to go hungry are the 
children, yet statistics show that in six of our 
largest cities from 12 to 20 per cent. of the 
children are noticeably ill-nourished. 

Have the workers received a fair share of 
the enormous increase in wealth during the 
past quarter century as a result largely of 
af labors? The answer is emphatically— 

o! 

The wage earners’ share of the net produc- 
tion of manufactures was only 40-2 per cent, in 
1909, as compared with 44-9 per cent. in 1889. 

With the inexhaustible natural resources of 
the United States, and the genius of her 
people for organization and industry, there can 
be no natural reason to prevent every able 
bodied man from being well fed, well housed, 
comfortably clothed and from rearing a fam- 
ily of moderate size in comfort, health and 
security. : 

It is evident from the investigations, how- 
ever, that a large part of our industrial popu- 
lation are, as a result of low wages and un- 
employment, living in actual poverty. 

The practical recommendations of the 
Commission were for Government con- 
trol of telegraphs and telephones ; equal- 
ity for women, and pending that, further 
protective legislation for their interests ; 
complete collection of wage statistics by 
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the Federal Government; legislation 
limiting hours of labor; creation of a 
bureau of industrial safety; prohibition 
of tips, etc. 

None of the recommendations, how- 
ever, were unanimous. The Nation flatly 
calls the whole enterprise “a fiasco :” 


The Commission broke up in total con- 
fusion. There were nine members, and at 
least ten different opinions. No general re- 
port could be agreed upon for submission to 
Congress. Each commissioner had to go it 
alone, or else be one of several small groups 
to sign separate and conflicting findings and 
recommendations. 

lt may be doubted whether the most saga- 
cious Congressmen ever looked for any very 
definite benefits at the hands of the Commis- 
sion. To create it was a convenient way of 
referring and delaying a matter on which it 
was hard, and perhaps unwise, to lay down a 
general public policy. Hence they may have 
been actuated by something of the motive ex- 
pressed in the cynical saying of Lord Salis- 
bury, that often the best way to dispose of 
a troublesome question was to let it die by 
means of a Royal Commission. For two 
years, at all events, Congress has let the Com- 
mission wrestle with the problem of indus- 
trial unrest; and if, in that period, it has done 
anything but muddle things up and add to the 
said unrest, the fact does not appear in any 
of its reports or in the impression which it has 
made upon the public. 


*x * * 


Secret of Germany’s 
Military Success. 


({HARLES FERGUSON, a man of 

brilliant abilities and radical tem- 
perament, who recently spent several 
months investigating financial conditions 
in Europe as the agent of the U. S. De- 
partment of Commerce, explains in a let- 
ter to the American what he believes to 
be the secret of Germany’s superior mili- 
tary system and consequent success in the 
field. The following extracts give the 
gist of his exceedingly interesting views : 


There is nothing mysterious about the power 
that broke the gates of Antwerp and Warsaw 
—and there seems to be nothing specially Ger- 
man about it. 

Indeed, it is a kind of power that, by all 
the laws and forecasts of our own tradition, 
should have arisen first in the United States. 
For at bottom it is nothing but working power. 

This conquering energy that is for the mo- 
ment called German inheres in any modern 
industrial system that is halfway honest and 
practical—any system that is worked some- 
what in the interest of manufacturers, engi- 
neers and artisans, and not wholly iu the in- 








IT COST ONLY $500,000! 
—N. Y. World. 





terest of mortgagees and people with a legal 
claim to endless leisure. 

The industrial power of Great Britain, like 
that of France, has steadily declined for a gen- 
eration—in even pace with the increase of un- 
earned incomes. - 

When we are told that the British incomes 
subject to the income tax amount to nearly 
five billion dollars, and that nearly half this 
amount is from year to year “saved” and 
added to the capital of the country, we must 
not leap to the conclusion that English finance 
is the rock of Gibraltar. 

The riches of England are like those of a 
man holding a ten-thousand-dollar mortgage 
on a five-thousand-dollar farm, who does, in 
fact, manage to wring out half the interest in 
real goods (to the deep distress of the farm 
and the farmer), but is obliged to “save” the 
other half of the interest and to add it to the 
principal sum of the mortgage. 

By constantly increasing the volume of 
stock-and-bond indebtedness so that the in- 
come charges are continually postponed and 
recapitalized it is ssible for a nation to 
grow infinitely “wealthy” even while its work- 
ing apparatus steadily diminishes in the bulk 
and quality of its product. A swelling public 
debt has generally this character; it is a re- 
capitalization of income claims that the work- 
ing organization is too weak to actually pay. 

his process of increasing the charges upon 
the working organization pari passu with the 
deterioration of the general plant is what has 
been going on for a quarter of a century in 
western Europe and the United States. 

The end of the process will be the end of 
the war. 

To recapitulate, let me say: 

First, that the sovereign power of the 
modern world seems to have passed quite 
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definitively into the organization for the mas- 
tery of tools and materials. 

d, that this mastery holds in war as in 
peace, since war has come to be only a form 
of tool-power. 

Third, that in the modern war the winning 
side is necessarily the side with the sounder 
industrial system. 

Fourth, that the principal test of this sound- 
ness turns upon the question whether the 
power of financial correlation and control is 
exerted mainly for the improvement of the 
system or mainly for the fastening upon 
the system of all the burdens the traffi 


can bear. : 
* * * 


Cotton Now Contraband— 
McAdoo Offers Big Loans. 


THE placing of cotton on the contra- 

band list by England has had little 
effect on the price because, first,. we have 
not been exporting much cotton to Ger- 
many, and second, making it contraband 
will not entirely prevent the small move- 
ment that has been going forward to the 
Teutonic Allies. W. P. G. Harding, 
of the Federal Reserve ‘Board, recently 
said to the Alabama Merchants’ Associa- 
tion: 

The more I study the subject and the more 
information that I receive bearing upon it, the 
more I am convinced that the present situ- 
ation, while calling for intelligent leadership 
and close co-operation, is by no means a des- 
perate one. On the contrary, the immediate 
future has many elements to inspire hope and 
confidence. The making of a market is by no 
means a one-sided proposition. The buyers. of 
cotton have a natural advantage in their 
greater powers of analysis, in their concen- 
trated financial resources, in their ability to 
take their own time, but now, as always, the 
movements of Southern producers are closely 
watched and evidences of staying power on 
their part are effective in market quotations. 

Let Southern bankers wherever possible, 
make liberal concessions in their usual rates 
on commodity loans. High interest rates 
mean forced sales. Present conditions fully 
justify low rates, and Southern bankers should 
be willing to forego temporary profits for the 
sake of security and solidity in the future. I 
am sure that the Federal Reserve Banks may 
be depended upon under their power of re- 
discount, to co-operate to the fullest extent 
with the banks in taking care of the cotton 
crop. 

In the meantime, Secretary McAdoo 
proposes to deposit $30,000,000 of 
Government gold with the Southern 
banks, to serve as a basis for loans on 
cotton which is being carried for higher 
prices. Northern bankers doubt the 


necessity of such a deposit, but perhaps 
it is just as well to be on the safe side in 
arranging abundant credit for cotton 
growers. 


* * * 


How the Railroads 
Have Cut Expenses. 


SG LASON THOMPSON, director of 

the Bureau of Railway News and 
Statistics, gives out some interesting 
figures showing complete gross earnings 
for all roads and the vigorous efforts the 
roads have made to get their expenses 
down to correspond with the falling off 
in gross: 


For the first half of the last fiscal year 
there was a startling recession in railway rev- 
enues of over $108,000,000. Since New aoe 
however, there has been a slow recovery, re- 
sulting in a higher gross for May and June 
over the corresponding months of 1914, but 
still considerably below the gross for the same 
months in 1913. For the second six months 
of the fiscal year 1915 the loss in gross rev- 
enues was less than $15,000,000, making a total 
decrease for the year of over $123,000,000 

The gross operating revenues, by months, 
of the railroads of the United States com- 
puted from returns made to the Interstate 
Commerce Commission for the years 1915 and 
1914, compare as follows: 








1914-1915. 1913-1914. 

Average op. mileage.... 255,840 253,295 
DE ean dieeedséusteas $262,871,065 $270,073,971 
DEE «con ccesccescese 274,213,779 283,467,432 
SeROGROF ccc cscecccoce 276,777,815 287,566,107 
October cc-cccccs 273,915,671 301,083,625 
November 240,053,828 271,030,061 
December 232,360,102 256,318,653 

fee $1,560,192,260 $1,669,539,849 
ES | ec ceerestesnewns 221,850,633 234,788,770 
DEE iscassetcctas 212,441,442 210,342,128 
EEE, Sune cscigeectasen 239,771,234 251,092,603 
POG 0. ceeenessesé cetete 239,251,611 238,846,013 
BEE Secccccccescoesses 246,480,414 240,953,107 
FD a enevccecd od eaceee 254,735,000. 252,925,226 





Sows eves sed $1,414,530,334 
2,974,722,594 
11,623 


$1,428,947,847 
3,098,487 ,696 
12,232 


Half year 
Twelve months 
Per mile line........... 


It was not until January, 1915, that the oper- 
ating ratio began to respond to the drastic 
cutting down of expenses are shown herewith: 

With July of this year, however, in- 
creases in both gross and net began to be 
shown over July, 1914—and that in spite 
of the fact that the war did not begin to 
affect business last year until August. 
Evidently the roads are beginning to feel 
the effect of reviving business in many 
industries, a development which should 
be reflected in the security markets if 
indeed it already has not been. 
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Thousands. 1915. Thousands, 1914. 
1914-15. Ratio. 1913-14. Ratio. 
Bebe . onecesecenes $183,966 69.99 $189,700 70.24 
August ..-.eeeees 184,585 67.32 193,721 68.34 
September ... 183,330 66.24 193,906 67.43 
October ..... 84,714 67.44 202,865 67.38 
November 172,042 71.67 192,420 70.99 
December . 171,280 73.71 187,026 72.97 
Half year...... $1,079,918 69.22 $1,159,638 69.46 
January ......... 170,096 76.66 181,812 77.43 
February 161,021 75.79 170,713 81.11 
March .. 171,096 71.35 183,316 73.01 
April 171,511 71.69 178,868 74.88 
GY wideeniinwnaoe 174,076 70.65 182,812 75.87 
TUS ccvcstocsce 172,022 67.53 180,507 71.37 
Half year .....$1,019,825 72.10 $1,078,028 75.44 
twelve months .. 2,099,744 70.58 2,237,666 72.22 
Per mile line..... . SBS4 ence 
Ratio to rev. %.. 70.58 72.22 
* ~*~ ~ 


Steel and Copper 
Conditions Encouraging. 


S shown in an article elsewhere in this 
issue, there can be little doubt that 
the steel industry is definitely embarked 
on one of its long upward swings. In 
regard to copper, there has been more 
doubt, but recently the improved demand 
for that metal has lifted the price above 
18 cents again. 


Renskorf, Lyon & Co.: It is no longer 
a matter of doubt that the revival in the steel 
industry has passed from the realm of hopeful 
theorizing into one of solid reality. The 
transition from an output of 40 per cent. in 
January to the theoretical 100 per cent. in less 
than nine months is without parallel in the in- 
dustrial history of this or any other country. 
It emphasizes a resiliency arising from extraor- 
dinary conditions, and foreshadows possi- 
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HE’LL BE “BOUNCED” IF HE ISN’T GOOD. 
Spokane Spokesman-Review. 


bilities that are bewildering even to the most 
conservative temperament. 

Extensions and new construction by steel 
companies in the last three years have added 
enormously to productive capacity. Assum- 
ing a maximum of 94 per cent. at Corporation 
plants from July 1, 1915 to July 1, 1916, and 
allowing for increased capacity over 1912, 
there is an indicated production for that pe- 
riod of 22,250,000 tons of steel ingots, a gain 
of 5,250,000 tons over the highwater mark 
three years ago. These figures do not take 
into consideration the probability of further 
increased capacity. 

Journal of Commerce: Early in py 
copper became dormant. Buying for Euro- 
pean Governments came to a close, while 
American manufacturers, who had booked or- 
ders for munitions, completed their purchases 
of copper. With this heavy buying that took 
place during May and June, the price of cop- 
per was rushed up to slightly above 20 cents 
and under the stimulus of this high price pro- 
duction of the metal was increased propor- 
tionately. 

All the large copper mines placed their full 
facilities into operation. Producers were of 
the opinion that the resumption of buying on 
the part of France, England and Russia, as 
well as American manufacturers engaged on 
articles for war consumption would not be 
long in abeyance and under this assumption, 
orders for further expansion in the produc- 
tion went forth and prices were sustained 
around the 20 cent level. When the renewal 
in the demand failed to materialize early in 
July, the copper producers pointed out that 
the remarkable strides made in the steel in- 
dustry would extend a beneficial influence to 
electrolytic, more so at this time, because 
most of the steel mills were turning out ma- 
terials that were to be made up into products 
that enter into the manufacture of war ma- 
terial and required copper. 

But these surmises went amiss. In the first 
lace, it developed that England, France and 

ussia had purchased all the copper they 
would require for some time to come. Sec- 
ondly, the anticipated record breaking con- - 
sumption of copper on the part of war material 
manufacturers failed to transpire owing to un- 
looked for contingency. hen American 
snanufacturers received orders for shells they 
had to purchase machinery for their manu- 
facture. Naturally, with twenty-five to fifty 
manufacturers seeking lathes, and other ma- 
chines of a similar nature, the makers of these 
products fell behind on deliveries and thus, 
while the war order holders began receiving 
their copper in July, actual consumption in 
many cases did not start until this month, and 
in some cases has not begun as yet. Here, 
then, was a clear delay of a month to six 
weeks in consumption. 

Thus copper began to recede in July, 
gradually declining to the 16-cent level which 
was touched last week. Consumers of the 
metal looked for further declines, it bein - 
ured that with the production at about 50, 
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tons a month in excess of consumptive re- 
uirements that the price must go lower. 
pot ms —- of the consumers were not in 
urgent n of the metal and were in a posi- 
tion to refrain from buying for at least an- 
other month, and therefore copper at 15 cents 
and at 14 cents was considered a possibility. 

The advance to 18 cents has for the time 
being upset all calculations on the part of 
consumers to restock at the low prices, and 
the situation as it stands today is whether or 
not the producers will be able to sustain prices 
if consumers show further antipathy against 
buying or whether consumers, once more 
frightened by advancing copper prices, will 
rush into the market to cover requirements 
for three to five months hence and thus assist 
in another spectacular upward movement to 
above the 20 cent level. 


* * * 


Prospects for the 
Security Markets. 


FEW representative opinions in re- 
gard to the future of stocks and 
bonds follow : 


A. B. Leach, President Investment Bank- 
ers’ Association: The general bond buy- 
ing public maintains a waiting attitude. No 
doubt, a considerable number of this class 
have made purchases of stocks, and to some 
extent bought what are generally recorded as 
speculative bonds. Such purchases are as a 
rule considered as temporary. 

In my opinion, first mortgage public utility 
bonds continue in favor as the most satisfac- 
tory investments for the average buyer, and a 


very large part of the funds now being placed 
in stocks and speculative bonds will soon begin 
to find its way into conservative and perma- 


nent investment channels. Furthermore, a 
very considerable portion of the bond buying 
public continues to accumulate cash, fore- 
shadowing a strong investment demand as nor- 
mal trade is resumed. 

Hayden, Stone & Co.: While taking 
a broad range view, the situation seems all 
that could be expected, it must also be re- 
membered that in such a situation there must 
be breathing spells for digestion. It would 
seem as though we had reached such a spell 
The market has had a continued advance for 
nearly two months, in which many issues have 
scored sensational gains. The discounting 
process has been going ahead rapidly. It 
would be quite in order to wait until business 
catches up with the market. After further 
consolidation of the present position, we look 
for a renewal of the movement. 

Thompson, Shonnard & Co.: The war 
order specialties continue to command most 
attention, and while certain of these issues do 
not appear to be entitled to the sustained ad- 
vance they have had, there are other issues 
in which the advance appears to be fully jus- 
tified and which appear to be entitled to sell 
substantially higher. 

Schmidt & Gallatin: In view of the in- 
tense speculation in the “war stocks,” it would 
be interesting to see what would happen to 
the market if peace proposals began to take 
form without warning. Sporadic attempts to 
revive interest in the rails have failed, and it 
is not likely that a real bull market in this por- 
tion of the list wilf develop until the present 
congested position of the “war stocks” has 
been liquidated. 








Market Statistics 





Dow Jones Averages 


12 Industrials 20 Railroads 


Monday, August 16.......... 98.72 94.20 
Be icescceces 98.64 94.24 
Wednesday,“ 18.......... 99.26 94.10 
Thursday, “ 19.......... 98.06 93.48 
Friday, ©. Eadéosktes 97.02 93.00 
Saturday, “ 21.......... 94.37 91.95 
Monday set vineei 94.64 92.28 
pO eee | rere 92.76 
Wednesday,“ 25.......... 97.76 93.62 
Thursday, “ 26.......... 58 93.63 
Svtder, ie | er 99.50 93.78 

a. ie deveades 99.51 93.93 


Breadth 
50 Stocks (No. 

Hi Low Total Sales issues) 
78.25 76.54 171 
78.79 77.32 1,015,100 169 
78.50 77.19 906,1 167 
78.22 76.47 1,100,100 172 
76.68 75.30 958,800 156 
75.85 74.24 541,200 151 
75.29 73.18 901,800 156 
76.11 74.67 792,400 155 
77.86 76.44 1,070,500 176 
77.98 77.12 672,900 163 
78.25 77.29 924,200 167 
78.19 77.56 354,900 150 
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Why The 


Municipal 


Bond? 


«Safety First” Principle Exemplified by the Municipal Bond 





By WM. RUTGER BRITTON 





TEAM RAILROAD BONDS have 
proven such unsatisfactory in- 
vestments during recent years 

that many investors are perplexed and 
disheartened. Even railroad equip- 
ment bonds are in some cases default- 
ing and the extensive literature circu- 
lated by the bond houses in recent 
years describing the merits of railroad 
equipment trusts must be revised. 

Likewise numerous defaults have 
occurred in the bonds of industrial cor- 
porations. In the traction field the 
business depression, rising operating 
costs and jitney competition have 
caused numerous bond defaults and 
dividend reductions. Many holding 
corporations have reduced or sus- 
pended dividends, and perhaps the end 
is not in sight. 

But municipal bonds have been un- 
affected by these adverse conditions 
and are unquestionably the safest and 
most attractive bonds for investment. 
There have been no conspicuous de- 
faults in municipal bonds for at least 
twenty years. However, a few years 
ago some thirty-year Atchison (Kan- 
sas) 4 per cent. bonds matured and the 
Mayor attempted to refund the obliga- 
tions by offering holders a security 
worth less than the par value of the 
maturing bonds. The Mayor was not 
a business man. Appeal was made to 
the court and the judge took instant 
action by ordering the city officials to 
immediately raise funds for paying the 
bonds, and this was done in twenty- 
one days. So, after many investment 
disasters an increasing number of pri- 
vate investors are beginning to buy 





American municipals. This is THE 
logical investment conclusion. 

During recent years many investors 
have learned that high return involves 
risk. People who have sought 6 per 
cent. and more in steam railroad and 
public service securities begin already 
to realize that deducting losses from 
bond defaults and dividend reductions, 
their investments average a 3 per cent. 
to a 4 per cent. yield instead of the ex- 
pected 6 per cent. or more. But there 
have been no losses in American mu- 
nicipal bonds for a generation. Form- 
erly good marketable municipal bonds 
sold from a 4 per cent. to 5 per cent. 
basis, but owing to the demand for 
money which existed before the war 
and to the present disturbed condi- 
tions, sound marketable American mu- 
nicipalities are now obtainable at 
prices to yield 4% to 6 per cent. Good 
Canadian municipals of the class that 
were formerly sold at prices to yield 
4¥%, to 5 per cent. now can be bought 
at prices to yield 6 per cent. This rev- 
olution in bond prices is the investor’s 
opportunity and he can now purchase 
investments impregnably secured at 
the same high yields which were form- 
erly obtained on steam railroad and 
public utility bonds, the very securities 
which are now showing losses in 
many cases. 

But why are municipal bonds so 
safe? They are a first lien on all real 
and personal property and the general 
credit obligation of all the inhabitants 
of the issuing community. Municipal 
bonds are payable from taxes that are 
a lien ranking prior to all real estate 
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mortgages, steam railroad and corpo- 
ration bonds and even receivers’ cer- 
tificates. Moreover, the legality of 
municipal bonds in many states is in- 
contestible. The old saying that 
“nothing is sure but death and taxes” 
really means that municipal bonds are 
the safest investment in the world be- 
cause taxes must be paid, and the offi- 
cials of municipalities are required by 
law to pay interest on municipal bonds 
from the proceeds of taxes. 

Municipal bonds are usually sold at 
public sale so the records of competi- 
tive bids are available to institutions 
and private investors. Municipal bonds 
are marketed at very low cost com- 
pared to steam railroad and public 
utility bonds. Moreover, municipal 
bonds have a ready market and during 
times of panic and depression un- 
doubtedly have a better market than 
any other form of securities. 

But these remarks or claims for mu- 
nicipal bonds while generally known 
are really not appreciated by the aver- 
age investor. When a bond buyer has 
experienced losses in various classes 
of securities he is usually in a more 
receptive mood to consider the advan- 
tage of buying municipal bonds. The 
writer herewith desires to advance 
some additional reasons for buying 
municipal bonds. 

FIRST: No income tax certificates 
are required in collecting coupons on 
municipal bonds. This is a great saving 
of time and trouble. But the greatest 
advantage is that municipal bonds being 
exempt from provisions of the Federal 
Income Tax will not be subject in future 
years to an increase in the amount of the 
tax levied. One of the greatest dangers 
in purchasing bonds taxable under the 
Federal Income Tax is that Congress 
will undoubtedly increase the amount of 
taxes levied under the present or a fu- 
ture income tax law. So holders of 
municipal bonds are not now or likely to 
be disturbed by an income tax. 

SECOND: The growth of cities and 
smaller communities is one cause for 
numerous receiverships among traction 
companies. The sacred nickel fare for 


a local trolley ride still obtains, but the 
length of ride increases because the 
cities are enlarging their boundaries. 
Thus the transportation is sold at a sta- 
tionary price while the cost of producing 
the transportation mounts higher and 
the quality of service improves. 

Among steam railroads the extraor- 
dinary policy prevails of the National 
government, assisted by most of the 
States, reducing rates at a time of 
notable increased costs of labor and com- 
modities. No wonder railroad receiver- 
ships abound and must increase if im- 
mediate relief is not granted. 

But the incomes of municipalities are 
not limited by law, only the extent or 
amount of indebtedness. So when an- 
nual budgets are prepared the taxes are 
levied according to requirements. Muni- 
cipal bonds are the only form of pub- 
lic securities in the United States by un- 
regulated incomes and this is a strong 
reason for their purchase. Of course the 
obligations of industrial corporations are 
not included, but reference is made es- 
pecially to steam and electric railway, 
gas and electric lighting and power 
bonds. 

THIRD: The growth of American 
communities strengthéns their credit. 
For instance you buy the fifty year bonds 
of a growing city of say 10,000 popula- 
tion and long before maturity your bonds 
are the obligation of a city of say 50,000 
and the purchaser enjoys the profits ac- 
cruing from the higher credit of the 
larger city. Strange, but the growth of 
cities which improves the . position of 
municipal bonds indirectly causes de- 
faults among public utility bonds. 


FOURTH: The merits of municipal 
bonds are being recognized by some of 
America’s greatest life insurance com- 
panies. Their purchases of municipal 
bonds are increasing and two of the big- 
gest companies have established special 
departments for the purchase of muni- 
cipal bonds. 

In conclusion, history and the experi- 
ence of many investors demonstrates that 
municipal bonds are the safest form of 
investment in America. 




















Protection By Law 


For Investors in 


Canadian Municipal Bonds 





By E. G. LONG, of Toronto, Canada. 


Member of the Ontario Bar. 





RIOR to the outbreak of the War, London was the chief market for Canadian Government and 

Municipal securities, and no Colonial or Foreign Securities were in greater favor there. Since 
the War began, however, the tremendous loans made by the British Government to finance the 
War and assist her allies, and the consequent embargo on new capital issues for other than War 
Pp ses, have for the time being rendered the London money market unavailable. Naturally 
bankers and investment houses in the United States have not been slow to take advantage of the 
situation, and as a result many millions of Canadian securities, in the last few months, have 


found their way into the strong boxes of American investors. 


The Monetary 
curities taken by the United States in recent years. 
Seiincckcb en hneseneee 15% 
SeibasscScasawacsacnrd 6.5% 
a 


The following table compiled by 


imes of Canada shows the percentage of the total issue of Canadian high grade se- 


re 11.3% 
) Ee eee 13.6% 
coeseces 19.7% 


From about the beginning of December, 1914, to the middle of May, 1915, the total taken by 


the United States is believed to be over $80,000,000, or about 57% of 


dian issues in that 


period aside from special advances made by the British Government for war purposes. At pres- 
ent the American investor can increase his income considerably by yy in Canadian munici- 


pals. The article by Mr. Long is particularly interesting at this time in 


owing the protection 


afforded investors by the law. For the reproduction of this article we are indebted to A. H. 


Martens & Company. 


HE DIVISION of legislative juris- 
diction between the Federal Gov- 
ernment of the Dominion of 

Canada, and the provincial governments, 
is determined by the British North 
American Act which formed the Domin- 
ion. Under this ‘act, exclusive jurisdic- 
tion in connection with municipal mat- 
ters, is vested in the legislatures of the 
various provinces. 

With the exception of the maritime 
provinces, comprising New Brunswick, 
Nova Scotia and Prince Edward Island, 
all the provinces in the Dominion have 
enacted a more or less elaborate code of 
municipal laws regarding the borrowing 
of money by municipalities, the issuing 
of debentures, the imposition and collec- 
tion of taxes, and the method of pro- 
cedure to enforce payment of municipal 
obligations. 

In briefly sketching the provisions of 
these statutes relating to municipal de- 
bentures, the following summary refers 
only in general terms to the existing 
laws, and of necessity the specific statu- 
tory provisions obtaining in each prov- 
ince, have not been dealt with. To do so 
with anything like completeness would 
require a treatment of such length as to 
be impossible in the present synopsis. 





In the maritime provinces practically 
all municipal borrowings for capital ex- 
penditures and the issue of debentures 
extending over a period of years, are 
governed by private acts passed in the 
case of each particular municipality 
authorizing the specific debt, and settling 
the terms thereof. 

In the other provinces in the Dominion, 
municipalities have power to pass by-laws 
for creating debts and raising money by 
the issue of debentures for any purpose 
within the legislative jurisdiction of the 
council. 

The principal objects for which deben- 
tures are issued include permanent im- 
provements within the municipality, such 
as roadways, bridges and sidewalks; 
permanent works, such as the construc- 
tion of municipal buildings, water works, 
sewerage works, gas works, electric light, 
heat and power works, and the erection 
of school buildings. 

With some few exceptions, all by-laws 
providing for the creation of a debt 
which is not payable within the current 
year, must be submitted to, and approved 
by the ratepayers at a poll held in the 
same manner as at a general municipal 
election, before being finally passed by 
the council. This requirement imposes 
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a salutory check upon the council of a 
municipality, and prevents extravagant 
and reckless borrowing. 

The principal exception to the require- 
ment of the electors’ approval is in the 
case of debts for local improvement pur- 
poses. Under this local improvement 
system, a municipality can undertake 
works which specially benefit abutting or 
adjacent properties, and charge the whole 
or a portion of the cost against the prop- 
erties specially benefited by the work. 

A large variety of public improvements 
can be carried out on the local improve- 
ment system, including the laying of side- 
walks, pavements, sewers, water mains, 
extending and widening streets, and in- 
stalling street lighting systems. The 
principle involved is, that where a certain 
section of the municipality is benefited 
by a work of this character, it should 
pay for the benefit received ; coupled with 
the extension of the principle, that all 
these works indirectly benefit the whole 
municipality, and as a _ result the 


municipality should have, and in fact has, 


the authority to assume a certain portion 
of the cost. 

Local improvement works are under- 
taken chiefly in one of two ways: Ona 
petition signed by a majority of the prop- 
erty owners who will be assessed for the 
cost, or, on the initiative of the 
municipality, after notice has been given 
to all property owners to be assessed, 
and a majority of such owners have- not 
formally objected to the work being car- 
ried out. 

Municipal debentures are usually made 
payable in one of two different ways: On 
the sinking fund plan, or on the instal- 
ment plan. Sinking fund debentures are 
payable at a fixed future date with in- 
terest only in the meantime. The 
municipality is required to raise annually 
during the currency of the debentures, a 
sum which with the interest earned at an 
estimated rate of not more than four per 
cent. per annum, will in the aggregate 
produce sufficient to retire the principal 
of the debt at maturity. 

Instalment debentures are payable in 
annual instalments of principal and in- 
_ terest; each instalment being made up 

rtly of principal and partly of interest, 
in such sums that the amount payable in 


any year shall be equal to the amount 
payable in each of the other years, during 
the period for which the debentures run. 
In this manner a certain portion of the 
debt is retired each year, and the 
municipality is relieved from the respon- 
sibility of collecting, investing and retain- 
ing the annual sums collected, which, 
under the sinking fund principle, must be 
held until the debentures mature. 

The term for which debentures can be 
issued varies in the different provinces. 
The maximum period runs from twenty 
to fifty years. Local improvement de- 
bentures must mature within the es- 
timated lifetime of the work in respect 
of which they are issued. This estimated 
lifetime is certified by the engineer em- 
ployed by the municipality to oversee the 
construction of the work. These limita- 
tions do not prevent the issue of de- 
bentures payable within a shorter term 
than the maximum above mentioned. 

In most of the provinces, authority is 
given to municipalities to undertake short 
term financing by the issue of securities, 
commonly termed “Treasury Bills” or 
“Treasury Notes.” These can be issued 
for two purposes: 

First:. When the municipality has 
authorized long term debentures, the 
sale of which they wish to defer, the 
short term securities are issued in antici- 
pation of the sale of the long term bonds, 
and the latter are held as an additional 
security for the payment of the short 
term notes. 

Second: In the case of local improve- 
ments municipalities are authorized to 
make temporary loans to provide funds 
to pay for the work during process of 
construction. When a work is finally 
completed and the exact cost ascertained, 
regular debentures are issued, and the 
short term securities are retired out of 
the proceeds of the sale of the bonds. 

As a general proposition it can be said 
that municipal debentures are a direct 
obligation of the issuing municipality. 
“As between the holder of the debenture 
and the municipality issuing them, such 
holder is entitled to look to the municipal- 
ity as a whole for payment, and this ap- 
plies even though the municipality itself 
is obliged to collect the money from only 
a certain portion of the municipality, as, 
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for instance, in the case of debentures 
issued for local improvement purposes, 
which the whole or a portion of the debt 
is collected from the properties which 
are directly benefited. 

The total amount of the debenture debt 
which can be incurred by a municipality, 
and the method of computing this limit 
varies in the different provinces. In the 
province of Ontario it is fixed with 
reference to the total amount which a 
municipality must raise by taxes in each 
year. The Ontario statute provides that 
the annual rate which is imposed by 
municipalities for the purpose of provid- 
ing funds to meet its general running 
expenses, and the amounts payable in 
each year for interest, principle or sink- 
ing fund, shall not exceed two cents on 
the dollar on all ratable property within 
the municipality. In calculating this 
rate, however, local improvement rates, 
and rates required to raise money for 
school purposes are excluded. In the 
other provinces the limitation is fixed 
with reference to a percentage of the 
assessed valuation of all taxable property 


within the municipality. This percentage 
varies from ten to twenty per cent. 

The method of enforcing payment of 
municipal debentures is practically uni- 
form in all the provinces. Should a 
municipality default in payment of the 
principal or interest or its debentures, 
the holder may sue in the provincial court 
and obtain judgment for the amount 
owing. If this judgment is not paid, a 
writ of execution is issued and handed 
to the sheriff, and if default continues 
after demand by him the sheriff is 
authorized to take the assessment roll of 
the municipality and strike a rate on all 
property shown therein, which will pro- 
duce sufficient money to pay the judg- 
ment with interest and costs. Municipal 
officials are bound to collect this rate 
imposed by the sheriff and to pay the 
proceeds to him. It necessarily follows 
that the holder of any municipal deben- 
ture has as security all the ratable prop- 
erty in the municipality, out of which he 
can, in the last analysis, realize the 
amount of the debt represented by his 
debenture. 








Hints for 


Investors: 


SOME general mortgage bonds are much better than first mortgage underlying issues be- 
cause they are a direct lien on the most important part of the road while the branch line 
bond may be a lien on an unimportant part of the system. 


POSSIBLY some of the callable bonds of the companies which are doing such an enor- 


mous business will be paid off by redemption. 


It would be well to look among these 


issues to see if any such profits are possible. Bethlehem Steel refunding 5’s are callable at 105. 
It is not without the range of possibility that some financing scheme might be arranged to do 


away with such bonds. 


THE bonds of Southern railroads are well worth studying. 
time, prices have declined great 
mds are bargains. 


has been their worst for a lon 
of better times ahead some of the 


BONDS of a company 
ment even though 


pace the past year, which 
y. With every prospect 


that has great stability of traffic and earnings are better for invest- 
they may have a smaller margin of safety than others of companies 


where the —- fluctuate greatly, one year the margin of safety being large and 


another year sma 


ON’T jump into convertible bonds without first finding out when they are convertible into 


stock. Some of them are not exchangeable for months or years. 


pen to the stock in that time. 


A good deal can hap- 


BETTER buy a bond where the operating expenses are heavy than one where the capitaliza- 
tion is heavy. In the first case the expenses can be brought down when business js poor, but 
in the second instance the charges caused by heavy bond issues cannot be reduced to meet the 


conditions. 




















Bond Market Topics 





How Much Switching from Bonds Into 
Stocks ? 


ITH ALL THE ADVERSE fac- 
tors holding down the bond mar- 
ket both as to prices and volume 

of trading it would seem that there were 
quite enough. Bonds have been badly 
enough neglected without any artificial 
brakes being put upon the market. 

Selling from abroad has been the 
damper on the bond market for months. 
Let the high grade bonds get up a point 
or two and along comes a shower of 
selling, apparently from abroad. At 
least if we were to accept the large num- 
ber of seller contracts as evidence of the 
fact it is clearly established that a lot of 
the selling came from abroad. As a mat- 
ter of fact a goodly amount of bonds 
were sold short earlier in the season un- 
der the guise of selling from abroad. 
The bond market has been vulnerable for 
a long time. 

One consid-ration that has been gen- 

erally overlooked in the softness of the 
bond market: has been the tendency of 
people to sell bonds and go into stocks. 
Strange as it may seem, quite a little sell- 
ing of high grade issues was put through 
lately so that people might go into war 
stocks. The process is usually reversed. 
Time and again in past history of the 
bond market people have climbed out of 
stocks to invest in substantial bond is- 
sues. ' 
With everybody neglecting bonds and 
some even selling that they might go 
into stocks what could be expected ex- 
cept the sluggishness that has existed for 
months. 

Only recently an active dealer on the 
floor of the New York Stock Exchange 
complained that he had large selling or- 
ders that he could not execute because 
of the scarcity of bids. His sellers he 
said wanted to get out of the bonds so 
that they might go into some of the popu- 
lar war stocks. 

Some day it will all be over and the 
good days of the bond market will return. 
The rush to get out of stocks to buy 
bonds will then be much greater than it 
is now to get out of bonds and into 
stocks. 








Can the Preferred Stock Craze 
“Come Back”? 


HAT THE BOND dealers see go- 
ing on in the stock market in the 
hungry public grasping after 

stocks reminds them of the great wave of 
preferred stock buying that swept over 
the country about five years ago. They 
are wondering whether that will happen 
again. Just now the public is busy buy- 
ing the stocks on the list that yield them 
hardly more than a fairly good bond does, 
but which have “war orders” as a basis 
for speculation and the foundation for in- 
creased dividends. 

After the full force of this war order 
buying has been spent and the buyers 
have discovered just about how much 
dividend they are going to get, it is a 
question whether it will not be possible to 
issue great quantities of preferred stock 
to head off the public from going into 
bonds. Possibly it will not be so easy 
as it was at that time when everybody 
was crying for more income because of 
the high cost of living, but which James 
J. Hill called the “cost of high living.” 

It would certainly be a sad day for 
the bond market if that were to occur 
again, for at that time some $400,000,000 
of these preferred stocks, mostly 7% 
issues, were taken by the public without 
a word of question as to the wisdom of 
such an investment. ~ 

Two conditions existed at that time 
that are not prominent now—one, the cry 
for more income and, two, the higher 
prices of bonds so that their yield was 
low. Today, bonds are low, and, of 
course, the income from the better class 
is far below the yield on most stocks, but 
it is a little more satisfactory for the man 
who wants safety. 

It is a nice question whether the pres- 
ent insatiable appetite for stocks will last 
so long and carry so far as to make it 
possible for the corporations to finance 
by preferred stocks again over a period 
of a year or two. 

Certainly the appetite for stocks is 
whetted. It would be a better way 
than loading down with bonds or notes, 
but if they intended to pay the dividend 
it would cost much more. 
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The North American 
Company 


A Neglected Opportunity in a Listed Public Utility Stock 





By PAUL CLAY 





LTHOUGH the stock of the North 
American company has long been 
dealt in on the New York Ex- 

change, it is but little known and less 
understood. It is, indeed, a stock which 
is difficult to understand except through 
laborious study; for the company is a 
holding concern which gives out no en- 
lightening information as to its affairs. 
It publishes no consolidated income ac- 
count or balance sheet, so that its own 
statements do not disclose either earning 
power or assets. Investors do not under- 
stand the stock because they cannot with- 
out first employing expert accountants to 
figure out from the statements of the 
subsidiary companies what North Ameri- 
can stock is worth and what it is able to 
earn. 

The annual reports of the parent con- 
cern have about all the objectionable 
features in the catalogue. So-called 
“gross income” instead of being the 
operating receipts of any company or 
companies, is merely the dividends and 
interest received. Hence its changes 
from year to year show nothing at all as 
regards the increase or decrease in the 
gross earnings of the whole system; and 
such increase or decrease is a very im- 
portant consideration to the investor. 
The balance sheet shows nothing what- 
ever regarding physical plants and 
properties owned, but in their place it 
gives the book value of the stocks owned. 
Neither current assets nor current liabili- 
ties can be definitely figured out from the 
parent company accounts, or from both 
combined. 

For these reasons it must be admitted 
in advance that even at best the purchase 


of North American stock resembles in 
some degree the purchase of a piece of 
real estate which one has never seen. 
Nevertheless the good reputation of the 
company offsets to some extent the lack 
of information, and there is much cir- 
cumstantial evidence to indicate that the 
subsidiary properties are managed well 
and in the interests of stockholders. Let 
us then proceed to estimate as best we 
may, the capitalization, earning power 
and assets and liabilities of the whole 
system, taken as a unit. 

The North American Company itself 
operates no properties but merely acts as 
holding company and financier to a num- 
ber of important public utility concerns. 
Among these the more prominent are: 
The Detroit Edison Company; the Elec- 
tric Company of Missouri; the St. Louis 
County Gas Company; the Union Elec- 
tric Light and Power Company; the 
United Railways Company of St. Louis; 
the Wisconsin Edison Company; the 
Milwaukee Electric Railway and Light 
Company; the Milwaukee Light, Heat 
Traction Company; and the Wisconsin 
Gas and Electric Company. Some of 
these are controlled directly, and some 
indirectly through the Wisconsin Edison 
Company. 

For 1914 the annual report did not 
give full details regarding the securities 
owned, but as of December 31, 1913, the 
North American Company owned at par 
$7,975,000 bonds of its subsidiaries, 
together with $1,750,000 preferred stocks, 
and $42,356,692 common stocks. The 
stocks taken together had a book value 
of $26,170,809, and the bonds $7,260,579, 
making a total of $33,431,388 in book 
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values as compared with $52,081,692 in 
par values. Manifestly it is impossible 
for an outsider to accurately get at the 
net capitalization of the entire system, 
because a lot of the investments of the 
subsidiaries are carried as “investments 
and advances” which renders it im- 
practicable to find out whether or not 
these are all stocks and bonds, or what 
is the proportion of bonds to stocks. 
Judging from the known facts, however, 
these facts being found mainly in the 
balance sheets of the subsidiaries, the 
net capitalization in the hands of the 
public including the whole system may be 
roughly estimated as in Table I. 


clearly state their dividend payments, the 
fact that 6 per cent. is the general aver- 
age rate paid by their preterred stocks 
is here used as a basis. It would be more 
satisfactory to estimate the earning 
power of North American stock by add- 
ing to the surplus for dividends of the 
parent concern the aggregate surpluses 
after dividends of all the subsidiaries, or 
rather the share of the parent in these 
surpluses. However, this is impossible, 
because of the lack of clear accounts on 
the part of some of the subsidiaries. 
Hence the above method had to be used. 

In this computation the entire interest 
on all the subsidiary bonds, including 








Table I—Capitalization in Hands of Public 


Subsidiary bonds 
Subsidiary preferred stocks 
Subsidiary common stocks 
North American Co. stock 


Aggregate capitalization 


$118,518,300 


,000, 


$147,454,800 
29,793,300 


$177,248,100 








Of course the reports state the amount 
of the security holdings at book values 
of the parent company itself, but in ar- 
riving at these estimates of net capitaliza- 
tion in the nands of the public, one has 
to allow also for the holdings of the 
subsidiaries of the stocks and bonds of 
each other. This complicates the problem 
to the point where accuracy is impossible ; 
but it is not likely that the above estimate 
is far enough from the truth to prevent 
one from arriving at a fairly correct 
valuation of North American Company’s 
stock. As a basis of this valuation one 
may take the aggregates in Table II for 
the nine leading subsidiaries. 

The net income here shown is the net 
after depreciation and taxes, and the 
stocks and assets and liabilities are of 
course those of the subsidiaries only. We 
shall observe in a moment that the parent 
company shows a considerable excess of 
current assets over liabilities. Consider- 
ing these facts, together with the above 
estimates of net aggregate capitalization, 
we may now arrive at an estimate of the 
real position of North American Com- 
pany’s stock. Its true earnings available 
for dividends may be estimated as ap- 
pears in Table ITI. 

Since some of the subsidiaries do not 


those held by some of the companies in 
the system, and also the total preferred 
dividends on all the subsidiary preferred 
stocks, are deducted in figuring the 
balance available for common stocks. 
But the share in these interest and divi- 
dend payments belonging to the parent 
concern, is later added in when comput- 
ing the income of the parent concern. 
The parent company holds only $5,189,- 
899 of bonds, but there is here added into 
its income 5 per cent. interest on $15,146,- 
900, since this is the estimated amount 
of bonds of the system held by one or 
another of the companies in the system, 
and since this interest received by all ac- 
crues directly or indirectly to the benefit 
of the parent concern. The preferred 
stock dividends are treated in like man- 
ner. 

Thus the available figures indicate that 
the earnings of the entire system which 
should really be credited to the stock of 
the North American Company in 1914 
were $4.635.881 instead of merely 
$1,908,772. This difference is not-a mis- 
representation on the part of the man- 
agement at all; for the accounts cannot 
include in the income of the parent com- 
pany any portion of the earnings of the 
subsidiaries except that portion which it 











THE NORTH AMERICAN COMPANY 


643 





actually receives as interest or dividends. 
What we have done is simply to credit 
to the parent concern its proper share as 
nearly as can be estimated of the un- 
divided surplus earnings of the sub- 
sidiaries. The case is exactly parallel 
to those of New York Central and Penn- 
sylvania Railroad stocks which do not 
show nearly their full surplus earnings 
simply because these earnings are ac- 
cidentally but literally concealed in the 
treasuries of the subsidiary companies. 
In short, the evidence is that North 
American stock instead of earning 6.43 
per cent. last year really earned about 
15.56 per cent. That it does not sell 
higher in view of these large earnings 
is due chiefly to its low dividend rate of 
5 per cent. and to the fact that its large 
earnings are nct known to the investing 
prblic. The public judges the stock by 


working capital—of $4,685,069. Prob- 
ably, however, this is only a bookkeeping 
fiction, for-the principal item of current 
assets of the parent concern which owns 
all the net current assets is “loans and 
advances” $5,841,672. Now these loans 
and advances are undoubtedly loans to 
the subsidiaries, and not real assets which 
could be realized upon. If they are ad- 
vances to subsidiaries then the fact that 
the subsidiaries have no net working 
capital would if established prove that 
the whole system has none. Of course 
the whole question is somewhat uncertain 
because of the impossibility of tracing 
inter-company obligations. 

A policy of the management which 
should help to build up the value of 
North American Company stock is 
that of making substantial depreciation 
charges. These last vear totalled $3,882.- 








Table Il—Estimated Statistics of Subsidiary Companies 


Gross operating earnings 
Total net income 
Interest charges 

Surplus for dividends 
Aggregate indebtedness 
Preferred stocks 
Common stocks 

Current assets 

Current liabilities 


$41,183,778 
13,273,345 
7,451,559 








the 6 to 7 per cent. earnings shown on 


the face of the reports. Other reasons 
are that there have been rapid changes 
in the properties belonging to the svstem ; 
that the system itself is so objectionable 
in architectural form; and that it has 
been necessary to hold back a large share 
of surplus earnings from the public view 
in order to build up working capital. 
Lack of working capital is presumably 
another strong reason why the stock 
does not sell higher. 

It is improbable that the entire system 
has any real net working capital. The 
nine principal subsidiaries taken together 
show current liabilities of about $13,294.- 
979 against current assets of only 
$12,346,832. To be sure the North 
American Company itself shows such 
liabilities of onlv $1.896.967 as compared 
with $7,530.183 current assets. Thus 
parent and subsidiaries combined appear 
on the books to have a net excess of 
current assets—otherwise called net 


435 for the principal subsidiaries. To be 
sure, the book valuation of the principal 
plants and properties is in the aggregate 
$214.739.0C7 ; but plants are usually over- 
valued so as to offset on the asset side of 
the balance sheet the water in the capital 
stock on the liability side. Probably 
$125,000,000 would be a liberal estimate 
of the real value of the physical proper- 
ties of the whole system; and upon this 
valuation the above depreciation charge 
is equivalent to 3.1 per cent. For proper- 
ties of this kind both maintenance and 
depreciation can be covered with an 
amount equal to 5 to 7 per cent. on the 
true value of the plants; and this depre- 
ciation charge no doubt is exclusive of 
the maintenance expenditures—the latter 
being included among general operating 
expenses. The meat of the matter is that 
the properties seem to be well cared for 
and that the earnings aveilable for divi- 
dends are more genuinely available than 
is usually the case. 
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Now we have the situation in a nut- 
shell. It is that North American Com- 
pany’s stock appears to be making earn- 
ings of more than 15 per cent., and to 
have a very promising future. This 
promise is somewhat deferred by the lack 
of working capital, and by the heavy 
obligations ahead of the stock. If our 
estimates are substantially correct, these 












mon stocks in the hands of the public is 
not shown, but it is known that the parent 
concern owns only about $18,400,000 out 
of the $25,000,000 United Railways of 
St. Louis, and also that it owns only 
186,003 shares of the 215,000 shares of 
Wisconsin Edison stock. The latter has 
no par value which additionally com- 
plicates the matter of figuring the net 
























Table I1I—Estimated Consolidated Income -Account 



















subsidiary bonds, and of enough sub- 
sidiary stocks to bring the total up to 
$147,454,800. Even the subsidiary com- 
mon stocks rank ahead of the parent com- 
pany stock, because the parent concern is 
a holding company and must derive its in- 
come chiefly from the dividends paid by 
the subsidiary stocks. 

The exact amount of subsidiary com- 


Total net income of subsidiaries (9 compamies)...................+++- $13,273,345 
Aggregate interest charges of same................0eseeceeeeeeeceeees 7,451,559 
ee le A, . 4. cc ccageeasesetecscewecseeseses $5,821,786 
Minus pref. dividends of 6% on $22,436,500 subsidiary pref. stock...... 1,346,190 
Balance for subsidi NN ARN Eo, wewebaces tend $4,475,596 
Minus share of public in these common earnings...............-.+++:- 559,500 
Available for North American Co...............cceeeeeeeeeeeees $3,916,096 
Plus 5% on $15,146,900 inter-company bonds. ...............+++++++++ 757,345 
Plus 6% on $3,500,000 inter-company preferreds...............++++++: 210,000 
Total available for North American Co.............0scseceeeeeees $4,883,441 
Minus expenses of North American Co...............-eeeeeeeeeeeeees 247,560 
Available for North American Co.'s stock. ............0+0++00008- $4,635,881 
prior obligations consist of $118,518,300 capitalization of the whole system. 


In brief the indications are that the 
companies in the North American system 
are earning such a large surplus over 
dividends that an ample working capital 
can be accumulated within a reasonable 
time. Then the investing public may 
some day be surprised by a big increase 
in the dividends on the stock and by 
a big rise in the stock itself. 








Bond Inquiries 

















Rock Island Debenture 6s 


What would you say as to the position of 
Rock Island debentures?—J. A. M., Mass. 

Since the Rock Island has been placed in 
receiver's hands, there has been an argument 
in the court between contending interests as to 
whether it was the proper course to pursue. 
Up to this time no final decision has been ren- 
dered in the matter, but the receivers are going 
ahead and administering the property. There 
is every possibility that the stockholders will 
have to meet a substantial assessment. Some 
weighty arguments have been brought to show 
that the road should be in receivership. The 
debenture bonds ngay suffer severely if the re- 
ceivership is confirmed, but. the refunding 
bonds look to be pretty safe, either from scal- 





ing or from assessment. To buy them now, 
however, is to buy into a receivership with all 
the chances that involves. 





Bonds With a Good Yield 


Will you suggest a few listed railroad bonds 
netting from 5 to 6% and industrial issues 
netting from 5% to 7%.—F. R. T., Neb. 

We would advise you to buy the bonds of the 
Kansas City Southern Ry., Chesapeake & Ohio, 
Baltimore & Ohio and Erie. Industrial bonds 
suitable to your purpose are American Agri- 
cultural Chemical 5s of 1924, Lackawanna 


Steel 5s of 1950, Illinois Steel debenture 
eae York Afr Brake Ist convertible 6s of 
8. 


























Part Three of a Valuable Series 





What the Investor Should Know 


About 


A Public Utility Company 


Nature of Stocks—Points to Observe in Judging 





By HENRY JUDSON 





TOCKS ARE STOCKS, and about 
all the ordinary investor inquires 
about them is the price, earnings 

and dividend payments. This is the prin- 
cipal reason why the investor loses 
money On a quarter to a half of his pur- 
chases. These three items do not make 
a good beginning toward finding out the 
real nature of a stock. If a borrower 
were to offer a note for sale, no one 
would ever think of buying it without 
first investigating the credit of the payer; 
and this credit is largely a question of 
his indebtedness and his working capital. 
Now there is no charm in the lithograph- 
ing of a stock certificate which can make 
it so much more reliable than an indi- 
vidual—that it need not be investigated 
before buying. 

With stocks, as with notes, there is the 
greatest variety in character. There are 
notes of wealthy and substantial business 
men carrying two or three names; there 
are others carrying only one name; and 
there are still others signed by men of 
no financial responsibility, or even by 
women and minors. Thus a note may 
be worth either its face in gold, or it may 
be worth no more than a fraction of a 
cent avoirdupois. Exactly the same 
thing is true of stocks, and in order to 
discriminate, it is necessary first to look 
at the character or kind of the payer, 
otherwise known as the issuing company. 
Among these companies six of the lead- 
ing kinds or types are shown in the ac- 
companying table. 

The great importance of these various 
forms of ownership or kinds of com- 
panies may best be illustrated by carry- 
ing out the comparison between a stock 
and a note. To be sure, a stock carries 
no legal obligation to pay, but it does in- 
volve a moral obligation to pay, and its 
value lies in its implied promise to pay 


if possible. The six similes, then, illus- 
trating the differences between the stocks 
of the above types of companies are 
these: 

Number | is the case of John Doe who 
directly earns money from _ business 
operations and gives you his personal 
promise to pay. Number 2 is the case 
of John Foe who while not engaged in 
commercial operations himself, controls 
and finances a number of partners who 
are so engaged, and informs you of the 
earnings and resources of himself and all 
his partners. Number 3 is the case of 
John Goe, who is not engaged in pro- 
ductive business, but merely controls and 
finances partners who are, and informs 
you, the noteholder, of the earnings and 
assets of himself and his partners, but 
does not tell you what proportion of these 
“assets” represents moneys due from the 
partners to each other. Number 4 is the 
case of John Hoe, who does no produc- 
tive business but merely controls partners 
who do, and informs you of his partners’ 
earnings and assets, but not of his own. 
Number 5 is the case of John Joe, who 
does no productive business and expects 
you to buy his note even though he tells 
you nothing but generalities about either 
himself or his partners. Number 6 is 
the case of John Koe who does no pro- 
ductive business, and controls no partners 
who do any, but still expects you to buy 
his note even though his sole occupation 
is speculating in securities. 

The conclusions to be drawn from 
these descriptions are too obvious to need 
enlargement, and it is perfectly easy for 
anyone to apply them to the stock of any 
company. It is necessary only to look 
up the company in any of the well known 
financial manuals and read a few para- 
graphs to find out how the company is 
constituted, and to which of these six 
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classes it belongs, an easy matter. 

Second in importance in determining 
the nature of stocks is the question of in- 
debtedness. One should know the 
amount of indebtedness which a company 
has to take care of in advance of divi- 
dends, and also the kind of the debts and 
the possibility of their being unduly in- 
creased. There might be mentioned six 
classes of companies, arbitrarily sub- 
divided according to the amount and kind 
of their debts. The strongest is here 
named first and the weakest last. 

1. Those having no bonds, notes or 
other debts. 

2. Those having small direct debts 
consisting of closed mortgages. 

3. Those having moderate debts of 
closed mortgages. 

4. Those having moderate debts with 
large amounts of authorized and unissued 
bonds or notes. 

5. Those having large debts, of closed 
mortgages. 

6. Those having large debts with 
large amounts of authorized and unissued 
obligations. 





issued in large enough amounts to ma- 
terially reduce the surplus tur dividends. 

Regarding this question of indebted- 
ness, a good way to judge the quality of 
a public utility stock is from the income 
basis of the bonds or notes of the same 
company. If these obligations of the 
given company habitually sell in the mar- 
ket at prices to yield 4% to 5% per cent., 
this in itself is pretty sure proof that the 
company is financially strong and that its 
stocks are desirable either for the present 
or for the future. If, however, the yield 
of the bonds and notes is 5%4 to 5% only 
a fair degree of strength is indicated. 
If the current yields run from 5% to 6% 
per cent. it is an indication that the com- 
pany is financially weak, or else that it is 
so young and undeveloped that its securi- 
ties are highly speculative. If the yields 
exceed 6% per cent. the indication is 
that the credit of the company is de- 
cidedly poor, and that its stocks are prob- 
ably either without any value, or else 
with no value except as a pure gamble. 

From this point of view it is a wise 
plan for stockholders to keep records of 








Six Types of Public Utility Companies 


al at od do 


Operating company, furnishing enlightening reports. 

Holding company, giving consolidated reports. 

Holding company, giving parent and subsidiary reports only. 
Holding company, giving subsidiary reports only. 

Holding company, giving no enlightening reports. 

Investment company, giving only formal reports. 








A little consideration shows the great 
importance of the amount of indebted- 
ness ahead of a public utility stock. 
Many street railways, for example, save 
about 25 per cent. out of their gross 
earnings, to be used as a surplus for divi- 
dends. In such a case a 5 per cent. loss 
in gross on the part of a company having 
no debts would diminish the surplus for 
dividends by only 20 per cent. of itself. 
But a 5 per cent. gross loss on the part 
of a company having a debt equal to its 
capital stock would diminish the surplus 
for dividends by about 40 per cent. The 
character of the debts themselves is also 
important. For example, a closed mort- 

ge or a lot of treasury bonds 

eld for future use do threaten 
future dividends because in this case 
additional bonds may at any time be 


the prices of the bonds of the companies 
in which they are interested. This is still 
true even if the stockholder has 
absolutely no interest in the bonds; for 
the fluctuations of the letter. give excellent 
indications as to the future of a property. 
Especially is this the case with a com- 
pany which gives no real information to 
its stockholders. It sometimes happens 
that even while the stock holds firm, the 
bond of the same company shows per- 
sistent weakness ; and this should almost 
invariably be taken as foreshadowing a 
slump in the stock. 

For similar reasons it is good policy to 
make and keep a collection of bond cir- 
culars wherein new bonds or notes of the 
given company are originally offered for 
sale. Not only does the income basis 
of the offering pretty clearly reflect the 
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credit of the company, but after the offer- 
ing has been absorbed by investors the 
movements of the price of the bond show 
whether the company is making good or 
not. 

A slight decline from the flotation 
price is no indication that the company 
is not making good, or that its stock is 
not a good purchase, because slight de- 
clines are the general rule. The merits 
of new bonds are fully exhibited and 
explained and generally over-estimated, 
whereas no one has any pecuniary in- 
terest in setting forth the merits of old 
seasoned issues. Hence the investor is 
unduly impressed with the attractions of 
a new issue, while he quite fails to see 
the greater attractions of old seasoned 
bonds; and for this reason the new bond 
after being once floated usually sinks two 
to five points below its flotation price. 

Hence a rise of a quarter of 1 per cent. 


or thereabouts in the income basis of a 
new bond is no reflection upon the stock 
of the same company. But if the rise ex- 
ceeds a half of 1 per cent. it may usually 
be taken to mean that the prospects of 
the company when the bond was floated 
were over-estimated, and that the com- 
pany is not making good. Going still 
further, if without any material change 
in the situation of the general bond mar- 
ket, the income basis of the given bond 
rises a full point or more, the stock can- 
not be sold too quickly. Such a rise 
would almost certainly mean that the 
prospects of the company were vastly 
over-estimated. 

In brief, public utility investors can 
save themselves from a very large num- 
ber of losses by getting away from the 
mere question of price, earnings and 
yields, and looking closely at the nature 
of the stocks they buy. 








Public Utility Inquiries 





Gary and Interurban 


Would you recommend paying the assess- 
ment on Gary & Interurban ?—J. B. 

We see no future for the stock, so that 
paying the assessment would probably be 
sending good money after bad. 





Interborough Consolidated 


T. M.—We find that no annual report for 
Interborough-Metropolitan Co. for the year 
ended June 30 has yet been issued. There 
was an 11 mos. statement given up to May 
31, showing that on the preferred 7.3% was 
earned. You doubtless know that the com- 
pany now is the Interborough Consolidated. 
The new company takes over approximately 
$3,000,000 notes so that there is not likely to 
be any attempt to pay dividends until these 
notes are paid off. We are not impressed with 
the investment position of this common stock. 





Marconi 


There is $10,000,000 capital stock of the 
Marconi Wireless Telegraph Co. of America 
authorized and outstanding. The stock is all 
of one class, no preferred. Par value of this 
stock is $5. An initial dividend of 2% was 
paid on Aug. 1, 1913. The company has issued 
no bonds, 

In the year ended Dec. 31, 1914, surplus for 
stock was $149,878. Earnings are said to be 


running at last year’s level in spite of the 
interruption of trans-Atlantic service, due to 
the war, and this indicates that the business of 
the company will reach new levels after the 
war.- Due to operating expense of the new 
high power stations on the Atlantic and Pa- 
cific coasts, which may exceed earning power 
of these stations temporarily, the board de- 
cided to pay no dividend in 1914 and is not 
expected to make another declaration for at 
least several months. 

American Marconi is controlled by the 
parent company, Marconi’s Wireless Telegraph 
Co., Ltd., which owns 566,826 of the 2,000,000 
shares of the American company, with other 
substantial holdings by officers of the company. 





United Railways Investment Co. 


L. N.—It is rather difficult to advise what 
disposition shall be made_of your stock of 
the United Railways Investment Co. There 
seem to be bad and good elements about it. 
Jitney and other troubles are bothering the 
San Francisco surface lines. Some of the 
good things are that the subsidiaries of the 
investment company are doing very well, put- 
ting money back into their property, and 
making progress generally. It looks like a 
tug-of-war between these two opposing 
forces. We should say the weight of in- 
-* am is with the hopeful and constructive 
si 
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Notes on Public Utilities 





American Railways. — QUARTERLY 
dividend reduced from 14% to 1% because 
of depressed business conditions in terri- 
tory served. Gross earnings of the sub- 
sidiaries in the first half year decreased 
$100,000 


American Telephone & Telegraph.—RE- 
PORTED English holders have been sell- 
ing stock. Continues to solidify operating 
system. 


Brooklyn Rapid Transit—GOVERNOR 
FOSS denies being heavy seller of stock, 
and says directors had not considered divi- 
dend reduction. In fiscal year ended June 
30 Co. earned $1,000,000 above dividends. 


Columbia Gas & Electric_—BALTI- 
MORE officials favor plan to pipe gas from 
West Virginia fields to Baltimore, but are 
opposed to distribution of natural gas in 
city except through means of Consolidated 
Gas, Electric Light & Power Co. 


Commonwealth Power.—YEAR_ ended 
June 30 shows 634% earned on $18,000,000 
common; balance after dividends, $595,000. 
_ Cities Service Properties BROKE earn- 
ings’ record in year ended July 31, with a 
gross of $20,256,000. Earnings on stock 
made high record of 11.84%. 


Detroit United. — DIRECTORS sent 
letter to stockholders outlining city’s propo- 
sition to take over city lines, and assume 
$24,900,000 bonded debt. Offer was not ac- 
cepted because city refused to place its 
credit behind bonds. Present plan allows 
purchase price to be fixed by circuit court, 
with right of either party of appeal to the 
State Supreme Court. 


Interborough Rapid Transit—EARNED 
23% upon its $35,000,000 stock in 11 months 
ended June 30, compared with 22.9% earned 
in previous fiscal year. 


Kansas City Railway—FEDERAL court 
at Kansas City will pass on reorganization 
plan, which provides for an indebtedness 
allowance of $28,700,000 for all present 
companies, which is to be borne by two 
new companies. 


Mexican Telephone & Telegraph—_LACK 
of exchange facilities rather than poor 





earnings reason for company’s default on: 


two bond issues. Majority of bond holders 
have deposited their bonds in accordance 
with proposed plan. Earnings running at rate, 
which, under normal conditions, would cover 
the bond interest and show 5% on the pre- 
ferred and 10% on the common stock. 


Manufacturers’ Light & Heat—GROSS 
earnings for 6 months ended June 30 were 
$390,000 less than for the same period of 
1914, but balance for dividends was-at the 
rate of 11.8% on stock per annum. 


Montana Power. — CONSTRUCTION 
work on Great Falls Dam completed. Co. 
ready to furnish power to St. Paul rail- 
road for its electrified system under con- 
tract calling for delivery of power by Oc- 
tober 15. 


New England Telephone & Telegraph Co. 
—SIX months to June 30 show station 
growth of 3.33% against 4.75% in 1914. 
Gain in gross receipts slightly less than 5%, 
against gain of 6.9% in 1914. 


Northern States Power.—IN year ended 
June 30 gross increased $517,683, and net 
$430,377. Balance for depreciation and div- 
idends equal to 9.45% on common stock. 


Pacific Light & Power.—GROSS earn- 
ings six months ended June 30, $1,383,000; 
gain of $109,000 over first half of 1914. 


Pacific Gas & Electric.—FIRST half year 
showed gain in earnings, and full year ex- 
pected to show a_ $1,500,000 increase in 
gross over 1914. 


Philadelphia Co.—REPORTED that New 
York banking group is negotiating to ac- 
quire the block of French and English 
stock holdings. 


United Gas & Electric—HAS antici- 
pated payments to June 1, 1914, on 3 year 
6% collateral notes, leaving $4,500,000 out- 
standing. 


United Railroads. — UNITED RAIL- 
ROADS of San Francisco earned $682,000 
gross in July, an increase of $11,507 over 
July, 1914. Gross earnings for the year 
ended June 30 were about $482,000 less than 
the year previous. Law passed by city 
— operation of “jitneys” has aided 

Oo. . 


United Railways & Electric Company of 
Baltimore.— CO.’S_ two subsidiaries, the 
Baltimore Transit Co. and the City Motor 
Co., formed to operate motor busses, has 
reduced number of jitneys from 140 to 60 


Utah Securities Corp—ACTIVITY in 
mining and smelting industry helps earn- 
ings of subsidiaries. July gross total $413,- 
000, increase of $26,000 over July, 1914. 
Gross for the 7 mos. ended July 31 totaled 
$2,680,000, a gain of 1% over the same 7 
months in 1914. 
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The Market Outlook 





Foreign Selling—Situation in Europe. 





VERY drop to a new low for for- 
eign exchange—and at this writing 
it has reached the phenomenal fig- 

ure of $4.55—brings up again the ques- 
tion of foreign selling of our securities. 

The English seller of our stocks or 
bonds now gets a premium of over 6 per 
cent. on his sale as a result of the abnor- 
mal exchange rate. It is unnecessary to 
say that on many inactive securities such 
a profit is very attractive—greater, in 
fact, than the holder would be likely to 
get in any other way. It forms a strong 
inducement for him to sell, and patriotism 
also urges him to dispose of his Amer- 
icans and put the money into the war 
loan. 

In fact, this is what he is doing, in a 
slow but methodical way. There has 
been a constant dribble of foreign selling 
here throughout 1915 to date. Only oc- 
casionally has it become heavy enough to 
have a noticeable effect on our market 
at any one time, but the cumulative effect 
of it has been considerable. 

This selling has had the greatest effect 
on our bond market, because there has 
been scarcely any speculative demand for 
bonds to offset it, and because a 5 or 6 
per cent. profit on a bond is a good deal 
bigger in proportion than the same per 
cent. of gain on a stock; but it has also 
been an important element in preventing 
our standard railway stocks from rising 
at a time when many conditions have fa- 
vored higher prices for them. On every 
little bulge in the rails a few foreign hold- 
ings have been passed out and have re- 
mained as a permanent load on the 
market. 

* * * 


THE individual foreign investor has, it 
is true, some good reasons for hold- 
ing his American securities, as well as 
strong inducements to sell them. They 
are now not only the best securities in the 
world to hold, but they form the only 
large class of investments that are at- 
tractive under the generally demoralized 
conditions that have resulted, and are 


likely to result still more as time passes 
from the war. For that reason it is to the 
interest of the foreign holder to cling to 
our securities in preference to many 
others. 

It is not likely, however, that this argu- 
ment appeals very strongly to the British 
investor as affecting an exchange of 
Americans into the war loan. Very few 
Englishmen will have any serious mis- 
givings as to the safety of a British gov- 
ernment bond, even under the strain of 
a world war. 

Moreover, it is to be remembered that 
there is now a much better market for 
Americans than there is for the securi- 
ties of other non-European countries, of 
which Englishmen hold a great quantity. 
London has been the world market for 
many South American, African and 
Asiatic securities, and it is not now pos- 
sible to sell many of these securities in 
South America, Africa or Asia. But 
American stocks can not only be sold, but 
they can be sold on a rising market; and 
our bonds, while not advancing, have 
nevertheless had a ready market without 
any serious decline. 

* * * 

OREIGN governments have to be con- 
sidered in this problem, as well as 
the individual foreign investor. Both 
the French and English banks are making 
every effort to gather in American securi- 
ties and ship them to this country. These 
efforts are likely to increase as the pres- 

sure of the war grows heavier. 

The whole question of foreign ex- 
change is now the question of the ability 
of Europe to pay its debts on demand. 
The currency of none of the countries at 
war can now be claimed to be on a gold 
basis. The low rate of exchange very 
largely represents the discount at which 
foreign money is now selling as meas- 
ured in gold. 

England, France and Russia owe us a 
tremendous balance for goods sold to 
them. While they are sending us some 
gold, they cannot possibly spare enough 
































650 


THE MAGAZINE OF WALL STREET 








to balance the account. How can it be 
done? It could be done by placing a 
great quantity of foreign government 
bonds in this country ; but it is a question 
how many foreign government securities 
our investors would be willing to buy 
under the present uncertainties. The 
single fact that none of the warring coun- 
tries is now on a gold basis is enough 
to make our investors wary of such for- 
eign issues. If they could be sold here 
at all in large quantities, it would be nec- 
essary to set a very low price on them, 
which would be discouraging to foreign 
investors who have paid a higher price 
and in a sense would be unfair. 

If Europe cannot balance its account 
with us in gold, and cannot sell its own 
securities here to advantage, there are 
only two other courses open to foreign 
bankers. One is to get hold, if possible, 
of a great quantity of American stocks 
and bonds and ship them over here. The 
other is to let the exchange rate decline 
still further, thus adding to the premium 
which the foreign holder can get by sell- 
ing his Americans back to us, and at the 
same time exerting a strong influence to 
check our exports to Europe. 


* * * 
ig will be seen that, no matter which 
horn of the dilemma Europe seizes, 
further sales to us of our securities now 
held abroad are almost unavoidable. It 
seems clear that such sales must eventu- 
ally become still heavier than they have 
been so far. The nations of Europe are 
in a veritable death grapple. It is not 
likely that peace can come until they are 
pretty nearly bankrupt, temporarily at 
any rate. They will have to strain every 
resource almost to the breaking point. 
And their most available resouce is found 
in foreign holdings of our securities, so 
far as the foreign investor can be induced 
to part with them. 
* * * 


We emphasize this matter not because 

these continual slow sales of securi- 
ties from abroad are likely to overwhelm 
our market or to result in any repetition 
of the panicky markets of last year. We 
are abundantly able to buy back all the 
stocks and bonds that Europe is likely 


to offer us, and we are getting them, gen- 


erally speaking, at bargain prices. But 
these steady, and we fear increasing, sales 
will form a serious obstacle to any con- 
tinuous rise in our prices. Every advance 
here adds to the inducement for the for- 
eigner to sell. The result is that a bull 
market meets an increasing load to carry 
as it goes up. 

That is perhaps the principal reason 
why our recent advance. has been so 
largely confined to the specialties, which 
are not held in Europe to any such wide 
extent as our so-called standard securi- 
ties. Stocks of the specialty class can be 
marked up without meeting resistance 
from abroad. Therefore it has been in 
them that the fundamentally bullish con- 
dition of American business has found its 
expression, rather than in the class of 
securities which has heretofore afforded 
the best measure of investment condi- 
tions. 

* * * 


FOR several months past, excitement in 

the war stocks has led those inter- 
ested in the market to hastily brush aside 
all such considerations as above outlined. 
But every such big public speculation 
eventually reaches its limit and when that 
time arrives, if it has not already come, 
sober second thought will lead the in- 
vestor’s mind back into more accustomed 
channels. He will begin to wonder if we 
haven’t been going a little too fast and 
too far and taking a little too much for 
granted. 

The specialties which have been so en- 
thusiastically boomed recently are of all 
degrees of merit. It is entirely possible 
that for some of them war profits will be 
sufficient to justify the highest price at 
which their stocks have been sold. But 
there are others which are not in this 
happy position and which have advanced 
by the aid of the usual machinery of 
speculation. In these latter issues there 
has been a great shifting of certificates 
from investors who have held them for 
years to speculators who wish ‘to hold 
them only long enough to get a chance to 
sell them to somebody else at a higher 
price. In such stocks the situation is 


now far from healthy. 























The American Woolen Company 


How the War Has Over-Ruled the New Tariff. 





By CAMERON ROBERTSON. 





HE American WooLen CoMPANY 
common stock has not been gen- 
erally thought of as a “war issue,” 

and yet as surely as securities of steel, 
equipment, munition and other companies 
have felt the results of the European con- 
flict, so should this stock be affected. 
Like many other industrial corporations, 
two things have been accomplished for 
this company by the war—first, the evil 
aftermath of the new tariff legislation of 
1913 has been totally offset for the 
present and probably for years into the 
future; second, the company has received 
a very large volume of orders for its 
products for use of the armies across the 
Atlantic. 

The American Woolen Company owns 
and operates, or controls through sub- 
sidiary companies, over 50 mills manu- 
facturing woolen and worsted cloth, 
blankets and similar products of wool. 
As the largest factor in the industry in 
this country and one of the largest in the 
world, it has always taken a keen interest 
and a prominent place in all tariff agita- 
tion. Woolen and worsted goods 
manufacturers in this country pay higher 
wages for their skilled and unskilled 
labor than do their European com- 
petitors. The exact difference in wage 
is in dispute, but that pay is higher here 
is admitted excepting by the blindest 
“free traders.” As a result, members of 
the industry in the United States have 
fought hard every time the tariff ques- 
tion came up. Before the tariff legis- 
lation of the Taft administration, the 
“high tariff’ advocates for woolens 
claimed too much and fought so hard for 
their claims that they won. As a result, 
the legislation passed at that time con- 
tained what even its advocates of that 
day, or many of them, now admit was 
an “Indefensible Schedule K.” The pro- 
tection given on woolens and worsteds 
was so large that it just naturally invited 
too sharp a downward revision when 
the Wilson administration started their 
revision of the tariff in 1913. The tariff 





on manufactured products of wool was 
accordingly cut to 35 per cent. ad 
valorem. This was claimed to provide 
adéquate protection for manufacturers 
in this country, but the experiences of the 
trade since the new law went into effect 
and until the outbreak of war proved the 
contrary. From the time the new law 
was in force until well into the fall 
months of 1914, importers made huge 
sales of foreign woolens and worsteds in 
the United States even though domestic 
manufacturers had cut their prices to a 
figure where profits were impossible. 
Advance sales for what would have been 
imports through the past year by im- 
porters were so large that it was common 
gossip in the trade that many little 
manufacturers would not have been able 
to have kept going another year, and 
that larger units would have no profits 
but actual losses. A very large part of 
this foreign business was cancelled fol- 
lowing the outbreak of war. 

Such was the situation which existed 
and would still exist if it were not for 
the other circumstances brought up by 
the war. In brief, these were—(1) the 
shutting down of many textile factories 
in Europe, whose product was only of 
use for civil consumption, because of 
lack of labor, shortage of capital or loss 
of markets; (2) the sale for months and 
even years ahead of practically all the 
products of many European factories 
which could make blankets, uniform 
cloth, etc., for wear by the soldiers; (3) 
the cessation of imports and the start of 
an export movement of very large pro- 
portions in American manufactures of 
wool for use of the armies; (4) great 
rise in prices for all products. 

The American Woolen Company has 
received its share, if not more than its 
proportionate share, of the large orders 
for textiles and blankets which have 
been placed in this country. Further- 
more, the outlook is for many more large 
“war orders” for it. The 20,000,000 to 
30,000,000 men in arms in Europe are 
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about to start on another winter cam- 
paign, from all appearances. Uniforms, 
overcoats, blankets, etc., are used up 
very quickly. Between wear and tear of 
an unusual kind due to trench fighting, 
filth, blood from wounds, burning due 
to or to prevent disease, and many other 
causes which brevity demands shall not 
be mentioned in detail, the life of a uni- 
form is estimated at four weeks and of 
an overcoat at five weeks. Furthermore 
a large proportion of the millions of men 
who must be continually supplied with 
new wearing equipment are peasants who 
normally figure as small consumers of 
wool manufactures. 

These factors have caused a great ad- 
vance in raw wool prices, but it is re- 
ported that the American Woolen Com- 
any purchased very large quantities of 
raw materials before the.greater part of 
the advance in prices had been seen. 
Even if it purchased its wool at present 
market prices, the current demand for 
manufactured goods has made prices far 
higher in proportion than the advance in 
raw materials. Dye materials in the 


1912, under the old tariff the company 
could have paid small dividends on the 
common stock each year. It shows 
drastic losses in 1913 due to the new 
tariff. Probably if the income account, 
for the period in 1914 before the war, 
was obtainable it would show that an 
even larger loss than in 1913 was ex- 
perienced, but before the end of 1914 
there were a number of large war orders 
booked and the situation had changed 
so that for the year the company stood 
about even after paying its preferred 
dividends. Using the 1913 figures as a 
basis for the first half of 1914, this would 
indicate that for the first six months of 
1914 there was a deficit after preferred 
dividends of $1,738,842. As all but 
$11,398 of whatever loss was experienced 
in the first half year was made up for 
by December 31, using such figures this 
would indicate net for the second half 
year of over $1,700,000. This figure, 
however, is probably too conservative as 
representing the present net income rate. 
In the first place, all of the benefit of 
war orders was not possible by the end 








American Woolen Co.—Comparative Statistics 


1914 1913 1912 1911 1910 
BN eh i cicinn axdaibain $2,788,002 $677,685 (def.) $3,722,988 $3,225,916 $3,995,310 
SM bbs hickdes ens 2,800,000 2,800,000 “800, 000 2,800,000 
EE > i cpsiedeadions 11,398 DIRS PEE ah >> AR 
REE URE ARIA a” a ae 922,988 425,916 1,195,310 
a RP Nea ES 502,106 ee OC Satea 538,664 
nt 11,398 Ray oes eR 
ase eet ween anew c 418,253 425,916 656,646 








United States are scarce and highly ex- 
pensive, although the growth of a 
domestic dye industry promises to 
remedy the situation before long. Presi- 
dent Wood of the American Woolen 
Company as recently as the first week of 
August, 1915, stated that the company 
had a sufficient supply of standard dyes 
on hand.to run its mills at capacity for 
nearly a year. 

With this explanation of the general 
situation in the woolen goods industry 
and its effects on the business of the 
American Woolen Company, an analysis 
of its earnings in past years takes on a 
different aspect. The accompanying table 
shows what these have been (for the 
vear to December 31). 

This statement of earnings tells a plain 
story. It shows that in 1910, 1911, and 


of 1914, and furthermore it is known 
that chaotic conditions existed in the 
woolen goods trade immediately follow- 
ing the outbreak of war. It is probable 
that a monthly income report of the 
company would show deficits through 
October of 1914—hence the November 
and December earnings alone probably 
made up for losses in ten preceding 
months. In such an event, the company 
may be running well above $5,000,000 a 
year net at the present time. In fact 
there are some indications that such a 
figure is too low to use as a basis for 
figuring probable results for the comman 
stock. 

At the present time, the American 
Woolen Company has $40,000,000 per 
cent. cumulative preferred stock and 
$20,000,000 common, with no funded 
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debt of its own, although being liable 
as to principal and interest for some 
subsidiary obligations. The latter are 
well taken care of by the subsidiary, so 
that the only deductions to be made from 
net before the common are for preferred 
dividends and for depreciation. Pre- 
ferred dividends have been paid regularly 
as due since organization, so that there 
is no back debt on that account. Allow- 
ance of $2,800,000 for preferred divi- 
dends and $500,000 for depreciation from 
$5,000,000 net leaves a balance of 
$1,700,000, or 8% per cent., for the com- 
mon. As has been said, the figure used 
for net is probably too conservative, so 
that it is more probable that the com- 
pany will have above 10 per cent. on the 
common stock for 1915. 

The company’s balance sheet reveals 
that there was $8,024,436 surplus as of 
December 31, 1914, which makes the 
.book value of the common stock 
$140.12 per share. This large surplus 
also paves the way to dividends when- 
ever directors feel so disposed towards 


bank loan (representing money. bor- 
rowed for short terms against purchases 
of raw materials, etc.), $4,306,016 cur- 
rent liabilities and $583,333 accrued 
dividends. The items bank loans and 
current liabilities each show large expan- 
sion over those of the year before, but 
this is explained by the tremendous ex- 
pansion in business which took place be- 
tween the end of 1913 and the end of 
1914. A study of the balance sheet as a 
whole reveals that the company is very 
strongly intrenched. Its larger items of 
floating debt and current liabilities are 
very satisfactory evidences of expanding 
business. The large sum in assets for 
inventories represents the value of raw 
materials on hand December 31, 1914. 
In the intervening period, raw wools and 
dyes have advanced so much in value 
that it would have been possible for the 
company to have sold out all of its 
materials at a handsome profit. As it is, 
the company has plenty of dyes at a time 
when a number of its competitors have 
had to close down or curtail operations 














the common stock. because of lack of such. Hence the 
Price Range for a Series of Years 

1915 
1910 1911 1912 1913 1914 (to Aug. 24) 
high low high low high low high low high low hi low 
Pfd. 104 904% 96% 85% 94%, 79 82 74 83 72% 94 717% 
Com. 39% 25% 36% 25% 31 18 23% 14% 20% 12 38% 15% 
The balance sheet is furthermore large item “inventories” is a most satis- 


made up of $45,181,499 plants and in- 
vestments, $18,329,949 inventories, $15,- 
146,328 receivables, and $999,300 stock 
of subsidiaries and $1,013,409 cash. The 
cash position is low for this company, 
but at the period around December 31, 
1914, the company was in the midst of 
financing war orders and had not yet 
started to get big returns. Furthermore 
the company’s large item of inventories 
and receivables shows that it was supply- 
ing large amounts of materials not yet 
paid for and was also investing large 
sums in purchasing raw materials, etc., 
which accounts for the low cash position 
at the time. The total assets were 
$80,670,485. In liabilities, besides the 


capital stock at $60,000,000 and $8,024,- 
436 surplus, are the items $7,756,700 


s 


factory exhibit from the viewpoint of 
nine months after its publication. 

At the date of this writing, the Ger- 
man-American situation was tense. How- 
ever that may turn out, the position of 
the American Woolen Company should 
be secure. In the event of a peaceful 
solution of difficulties with Germany, its 
present large orders, which are enough 
to keep its woolen machinery working 
at capacity for a long time to come, in- 
sure large earnings. In the event of 
actual war with Germany, the United 
States would immediately have to equip 
a large number of soldiers, which would 
mean large additional orders for this 
company for uniform and _ overcoat 
materials, also for blankets, etc. 

The market movements of American 
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Woolen Company common stock over a 
period of five and one-half years tell the 
story of its dividend possibilities. The 
figures for it and the preferred on the 
New York Stock Exchange follows: 
The high prices for the current year 
on both the common and preferred were 
made since August 15. The highest 
price at which the stock ever sold was 
118% for the preferred and 48 for the 
common in 1905 and 1906, respectively. 
The lowest were 65 for the preferred 
and 7% for the common, both in 1903. 
The recent advance of the common stock 
to the high price of 38% was accom- 
panied by reports that dividends were 
not far away. For the first time since 
1910, the stock has sold at a price where 
it can be classed among the dividend 
possibilities because of its price. The 
market range of 1913 and 1914 speak 
plainly of the remoteness of disburse- 
ments from the outlook of that time. 
The company’s business is now world- 
wide. It has always been the most prom- 
inent in domestic trade, a position from 
which it is not likely to be shaken. After 









the war, there is strong possibilities that 
this country will take the place of Ger- 
many to a large extent and France and 
Great Britain to a smaller extent in sup- 
plying other countries with woolen goods. 
It will be years before the three Euro- 
pean countries mentioned will be able to 
restore normal commercial conditions, 
supply the long-waiting wants of the 
civil _ populations for woolen goods, 
finance exports, reorganize selling estab- 
lishments, etc., so as to threaten this 
country with further danger under the 
present tariff. By the time that Europe 
is in a position to send woolens here 
again, it is probable that a higher 
schedule will be in force. If a Re- 
publican administration is elected in 
1916, it is practically certain that a 
higher tariff will be enacted into law. 
As for the Democratic Party, it is be- 
lieved that it has seen some of the evils 
of too-low tariff, and will remedy such 
before long; also that it will avert any 
further calamity in American industries 
if such a condition should threaten in 
the future. 








Hints for 





Investors: 





HE present situation in the so-called war order companies is putting their bofds in a 9 


ferent position. 


The status of quite a few will have to be changed from “speculative” t 


“investment” as a result of the big earnings which will strengthen working capital ad 


create a bigger equity back of the bonds. 
* 


It will be well to study this class of bonds. 


: ie normal level of many industrial bonds will be lifted somewhat by the unusual prosperity 
many of these companies are enjoying. Until some of the older middle grade issues have 
gone through this process of seasoning it will be difficult to tell at just what level they 


should be bought or sold. 


> 


* 


OST of the convertible mining bonds are now absurdly high as an investment: Before you 
rush to buy be reasonably sure there are great possibilities in the conversion privilege. 


> 


* 


HE railroads in the South offer some of the best opportunities to make a speculative profit 


in bonds along with reasonable safety. 


are cheapest and neglected. That condition exists in the bonds of the Southern roads. 


It is an axiom of investment to buy when things 


Sea- 


board Air Line Adjustment 5s are a case in point. 


> 


*. 


R ECENT experience with underlying bonds shows that they must represent a live and profit- 
able piece of the property if they would get their stated dues and position in case of 


trouble. 


Make sure of this when buying this class of investment, especially if it is the 
obligation of a middle grade railroad property. 


























Opportunities in Preferred 


Stocks 


Have They Discounted Prosperity? 





By FREDERICK LOWNHAUPT 





HE LURE of the market today is of 
course the common stock. “The 
last shall be first” was never more 

true than in this present stock market 
when the common stocks have not only 
the front of the stage but the whole plat- 
form. This is the result of anticipating 
the big profits that are expected to accrue 


common stocks but everything, good, bad 
and indifferent, it is no wonder some 
other things are neglected. Bonds are 
almost outcast. Preferred stocks are in 
numerous instances only put in among a 
list of stocks held as a “‘sweetener.” 
There is, of course, much money to be 
made in the common stocks because 








TABLE I 
High Grade Preferred Stocks Which May Be Rated as Conservative Investments 


Dividend Accumulated Approximate 





Previous 


Rate. Back Divs. Present Price. me! pales. 

Renata BRR iia 59 00k ds cogecadagesaseeveots 6 90 

Ree I Te ais 6-0.8 05 5 vee cena evtenndsens 7 118 i 
Rane; TE Sn 0 de naeskddetcccarcdensscenns 7 106 137 
Aunt, THE na ehbik sk ccutiaschtedecektenasweds 7 91 107 
Aun, Es idan as oh vinndecexhas qutiabadoens 7 118 141 
Aung, Sn os «on ickeundbn0csuch ss cnenne 6 93 104 
Ant rks 0 0knd cenieses cavinentpectse 6 107 109 
American Locomotive .......cccccccccccccccccccs 7 98 122 
DelbG I, on tcc ccccadaawshavidnnveses 7 105 110 
Anat, TN ida <i bined connatvesesntshadaneds 6 99 107 
Det HE Hibkd eesdernsunesiatentnctéecaves 7 150 160 
Cont Pe tnnauhscdbecteahteckas diane sees 7 106 - lll 
Feats . Pani waiincdhocasWhecethendseuades 7 122 130 
Roney, GR idadoak capes sendds 64ne octane 7 118 122 
Coot Beiaadeuntdabiahedcadscetuboostecen. 7 oo 108 109 
Cobh, FN aot Shes wakes Ceccucwecrkusooe 8 52 155 155 
Wooler itine cesacsccdceesctatedibasessés 7 ik 124 121 
Gem, Ga ith o Gaahe'y0-s 00 duvs butusoenetaes 6 113 115 
Lorillard & Co....: a mnian bbs dka ade amatingindiien 7 115 tad 
Railway Steel Spg 7 93 111] 
Sears-Roebuck ..... 7 124 130 
Seabee do os cnt cc cecchobekcadendesax ese 7 104 125 
Toc GN sciks a oka he sees ad ack adiinn<o i 7 95 130 
RSUGUD ceieieeii ta rhncda di dbonddeewndes wed 7 lll 102 
Vinginlle: Giese ss Sawa dodo knd cde vcceecccs 8 101 134 
Under wnieniis £2 ask op ékbes (sncbvinpecccses 7 104 114 
Wipe Qa oct uh kon cee ee eek écdcececcccse 7 - 106 130 
Amnorignm “Ghai 2565555 656555 5c So ek 0k Rew sss ee seve 7 8% 106 129 
ES ar rere ee 7 110 107 
Wnlnnd) Ge ee 7 113 125 








to the various manfacturing companies 
out of the untold millions (if all the 
stories are to be half believed) of war 
business now in their shops. 

With such a rush as we have now with 
the market under full sway, so much 
money available for speculation, and such 
a ready public to buy not only the good 





everybody wants them and is willing to 
pay just a little more than the last man— 
hence the “sky is the limit” acrobatics 


of the star performers. Preferred stocks 
with their cast-iron-bound 7% dividend 
rate get very little chance when talk of 
50%, 100% or 200% disbursements elec- 
trify the air. 
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It is well, therefore, to look into the 
situation with respect to the preferred 
stocks on the list. It would be difficult to 
go into the record of the great mass of 
preferred shares that were issued during 
the great wave of preferred stock buying 
in 1910, 1911 and 1912. Many of them 
have gone into investment strong boxes 
and many are traded in only over the 
counter without any public record. Also 
there were many small issues. 

In the accompanying tables are shown 
almost all of what are generally known 
as the “old” preferred stocks, that is, 
those stocks which were practically the 





Steel, which is universally acknowledged 
to be worth $65 at least, and possibly $75 
or $80. On the other hand the newer or 
modern issues are built in an elaborate 
way and carefully guarded to prevent the 
corporation from floating bonds whole- 
sale, or from issuing notes or breaking up 
the property by common stockholders. 
There is no definite relationship be- 
tween the newer issues and the property 
assets, although in many instances there 
is a big equity left over to represent the 
value of the stocks. The newer issues 
have been based upon earning power and 
many of them have made good, although 


SNES 





TABLE Il 


Semi-Investment Preferred Stocks 
A Group of Issues Which Have Somewhat ag Speculative Possibilities Than Those of Table 
o. 1 


Dividend Accumuiated Approximate 


I I NN on oak ca dassevcces ccccens 
Corn Products Refining......................4. 
ON ES EE ere 


eee ee eee eee eee eee eee eee ee 


I Treas Los cnn taGansee ous ass vccoce 
Republic Iron & Steel...............00.eeeeees 


Crucible Steel 


ss ec cedbadesetpecnces 
I I occ cacccscccecceveccccce 
ns cc canetescestcccescencees 


Mexican Petroleum 


eee eee eee eee ee eee ee ee eee 
Se 


eT ee eee eee ee eee eee eee eee ee ee 


Previous 


Rate. Back Divs. Present Price. High Price. 
- vee 93 104 
gee 17% 83 93 
as 8 90 ave 
hole 43 97 100 
a, == 101 112 
oa cae 105 123 
tal 124% 102 111 
a 23 102 106 
ee 5% 112 105 
7 ve 95 105 
7 hae 60 95 
6 wae 40 44 
7 ari 98 —— 
8 cbs 84 104 
7 — 110 cas 
7 pans 90 100 
7 eae 112 115 
7 mer 92 a 
5 ken 73 73 








outgrowth of the era of corporate con- 
solidation and refinancing prior to 1903. 
These are the stocks like -the United 
States Steel, Corn Products Refining, 
General Chemical and National Lead 
among the better ones, and International 
Paper, American Hide & Leather and 
U.S. Cast Iron Pipe & Foundry among 
the poorer issues. 

The investor should understand the 
distinction between these so-called “old” 
and “new” or “modern” preferred stocks. 
The older stocks, in many instances, rep- 
resented the value of the properties in a 
consolidation, while the common repre- 
sented “water.” The years have changed 
this in many cases, notably United Statee 





quite a few after only three or four years 
of life can hardly be considered seasoned 
investments. : 

With the windfall of earnings that is 
coming to such companies as Studebaker, 
Willys-Overland and General: Motors, as 
a result of the tremendotis war business, 
their preferred stocks will be practically 
seasoned investments in another year, 
while the preferred issues of some of the 
older companies will be eminently more 
respectable than they have been for 
years. 

The big earnings of the present and 
future months will create a big equity 
back of many stocks that should retain 
10 or more points in their price perma- 
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nently and give a fourfold assurance that 
their dividends are safe for some time to 
come. A study into this situation will 
repay the careful investor. 

For the purpose of our study we di- 
vide the principal preferred stocks into 
three groups as shown in the accompany- 
ing tables. In Table I is a list of the 
better class issues, which fluctuate com- 
paratively little, and have been regular in 
payment of their dividends. 

If you would apply a test to an indus- 
trial preferred issue to know whether it 
is a good stock or not, find the answer to 
these questions about the company and 
its preferred stock: 

Any preferred stock or corporation 
that can meet these high tests is surely 


net far above present level, which means 
that no great amount of money is to be 
made in these issues unless abnormal 
times lift prices far above their old level. 
These high prices in many cases were 
made in the great bull market of 1909, so 
that if we assume conditions are quite 
as good or better today for a prolonged 
rise, these prices should be passed in 
the coming months. 

Certainly there is a wide margin in 
other cases like American Smelting & 
Refining, American Locomotive, Stude- 
baker and Sloss-Sheffield and American 
Can, to warrant the belief that consider- 
able enhancement is yet to take place be- 
fore this movement in the markets has 
culminated. American Can, especially, 








Seven Tests of a Preferred Stock 


I. How many years has the corporation been in successful operation? 


ditions? 
Ill. 


IV. 


or second full year of operation? 
Has the company, with 


or exceeded them over many years? 


V. Has it met the cost of extensive improvements? 


Has it made a practice of publishing detailed reports of earnings and financial con- 
Has the company ever failed to pay its full preferred dividend each year from the first 


few exceptions, earned its full preferred dividend each year 


Has it made them in large part out 


of earnings, and has it resorted only to a small extent, or not at all, to bond issues 


- and stock increases? 
VII. Is the company facing any ay | 
sion, financial trouble, serious li 


Is it following a conservative course as to dividends on common stocks? 
business or economic conditions, business depres- 
tigation or anything calculated to have an adverse 


effect on earnings or the market position of its stocks, except as the stocks may be 
affected by the general movements of the stock market? 








a good investment. It must be stated 


however, that these are very severe tests , 


and necessarily exclude some rather good 
stocks. 

Below is a partial list from which the 
investor can select, if he has not the fa- 
cilities or training to study into these 
various tests as outlined : , 

American Agricultural Chemical. 

American Car & Foundry. 

American Cotton Oil. 

American Locomotive. 

American Smelting & Refining. 

American Woolen. 

National Biscuit. 

Railway Steel Spring. 

Sloss-Sheffield Steel & Iron. 

United States Steel. 

Virginia-Carolina Chemical. 

It will be noticed that the previous 





high price of the stock in many cases is 
has some attractiveness, in that 834% is 
accumulated on the stock which is likely 
to be paid off at any time. 

In the second group, shown in Table 
II, there is hardly more opportunity for 
enhancement in price than in some of the 
better grade issues of the first group. 
There ought to be a wider distance be- 
tween present prices and the high to 
maintain the relative position of the se- 
curities. It is true there are some excel- 
lent opportunities such as Mexican Pe- 
troleum, Loose-Wiles 2nd, and U-. S. 
Rubber Ist, but the difference in char- 
acter of stocks is not enough. 

Possibly the best individual issue for 
speculation in this group is Pittsburg 
Coal, which has accumulated 43% of 
back dividends. There are some large 
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equities back of this stock that are ap- 
parently hidden, which may some day 
cause the larger part of this accumulated 
dividend to be paid off, which ought to 
lift the stock thirty to fifty points. 

Those in Table II are essentially com- 
panies that will not test up to the severe 
questions laid down for the conservative 
investor. On the average he has to pay 


little incentive to expect this good for- 
tune, with the exception of the coal com- 
pany mentioned. 

In the group shown in Table III we 
have the possibilities of a tremendous 
profit but a bad record on the debit side 
of the balance sheet. Just now some of 
these stocks are quite popular specula- 
tively, but it would be entirely too much 








TABLE Il 
Group of Speculative Preferred Stocks 
Dividend Accumulated Approximate Previous 
Rate. Unpaid Divs. Present Price. High Price. 

I I NG ones ceCAualeneWawwas ceccccs 7 ae 40 fae 
BR I Ee MAINES oo. occ Siccccccksvescccccccce 7 106 36 55 
EE Sn cance Kddcbuneddsalwede ste cecccs 7 —_ 35 66 
EE neccncccessensscbshoeséccccccce 6 26 26 69 
Recto ss ocak bisad ec celescccccccccs 7 1% 39 95 
Federal Min’n & Smelt .....................-04: 7 5% 50 97 
DUNNE UNIED os ccoccndncuessseccoccescccccces 6 29 38 97 
OD naka ca adas dbndsccesccccccce 7 36% 28 89 

ath banesebesececes 7 ee 46 97 





U. S. Cast Iron P. & Fy 





less for his stock as the only compensa- 
tion that he gets in many cases for the 
chance to make no more than he could 
make on a similar rise in the better grade 
stocks. Of course he has among this 
group several with large amounts of ac- 
cumulated dividends, which in a period 
of extra good times might be paid off in 
full or in large part, but in those compa- 
nies where this situation exists there is 


to hope that any, with the exception of 
Hide & Leather, will reach their former 
high prices for some time to come. By 
some chance of fortune one or two ma\ 
have large advances, but as implied by 
their grouping, they are speculation 
pure and simple, with little hope of a 
dividend for a long time, if ever, and 
only an upward swing to make price 
changes. 








Investment Digest 





Allis Chalmers.—HAS CONTRACT with 
Bethlehem Steel for machining shells. 
ty for June quarter were nearly 
$200,000, or at rate of less than 5% per an- 
num on preferred. 

Amer. . Chemical.—(Correction.) 
YEAR ENDED June 30 last expected to 
show slightly better than 7.68% earned on 
common previous year. 

American Beet Sugar.——THIS YEAR’S 
production estimated at 1,750,000 bags, an 
incFease of 3% over last year. Expects to 
sell sugar fully lc. higher than year ago 
and to earn from 18% to 20% on common. 
Rumored that duty of 4% to lc. per pound 
may be retained on sugar. 

American AID to be negatiating 
$40,000,000 war order for shells, which would 
a a total of $80,000,000 war orders on 

and. 


American Car & £Foundry.— HAS 
CLOSED war orders totaling $10.000,000. 
and is negotiating a contract which will run 
close to $45,000,000. 

American Coal Products—REPORTED 
to have large contracts with leading powder 
companies. Expected to pay stock dividend 
at end of the year from earnings which are 
now running at rate of 25% on the common 

American Hide & Leather —EARNINGS 
for quarter ended September 30 show in- 
crease over the previous quarter, and esti- 
mated to be running at rate of 12% per 
annum on the $13,000,000 preferred. Com- 
pany reduced its bonded debt by $352,000 
during year ended with June. 

American Locomotive.—WILL  RE- 
PORT a deficit estimated at $3,000,000, after 
charges and dividends, for year ended June 
30 last. Has a $65,000,000 order for shrapnel 
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and an $8,000,000-locomotive order. This 
year’s prospects are the brightest ever. The 
company has reduced note indebtedness 
from $5,474,000 to $3,200,000, and expects 
profits from war orders to wipe out the 
debt. 


American Light & Traction—SHOWS a 
steady gain in earnings from electric power 
supply, indicating an upward tendency in 
industrial situation. Earnings for first half 
of 1915 increased $300,000 over same period 
a year ago, and July earnings applicable to 
dividends were 27% over those for July, 
1914, 


American Malt Corporation—POOR 
EARNINGS for last two years laid to gen- 
eral business depression. Is having a poorer 
year than 1914. Expects to earn 3% divi- 
dend on second preferred. Has cash bal- 
ance of $600,000. 


American Pneumatic Service. — DE- 
CLARED SEMI-ANNUAL DIVIDEND 
of 34% on first preferred, and semi-annual 
dividend of 14% on second preferred. 


American Smelting & Refining.— 
PLANTS OPERATING at capacity. Earn- 
ings in first half-year were at rate of 10% 
on the common. Company is spending 
$750,000 to increase capacity of Tacoma 
plant from 2,000 to 5,000 tons per month. 


American Smelters Securities—NET IN- 
COME for 1914 year $5,519,000 against $6,- 
151,000, and $7,479,000 in two preceding 
years, 

American Steel Foundries.—FRANKLIN 
PLANT will resume operation September 1. 
Vice-President Ripley says rumors of $100,- 
000,000 war order are wild exaggerations, 
and that total does not reach $20,000,000. 


American Sugar Refining. —IS EARN- 
ING 7% common dividend with ample mar- 
gin. Raw and refined sugars are lower, 
which will mean smaller net profits for sec- 
ond half-year. 


American Woolen—IS TO BECOME a 
Massachusetts corporation, and will give up 
New Jersey charter. Shareholders will be 
asked to deposit their stock. 


Atlas Powder—DECLARED EXTRA 
dividend of 14%%, in addition to regular 
quarterly common stock dividend. 

Baldwin Locomotive—PROFITS on war 
orders totaling $100,000,000 are estimated at 
$12,000,000, equal to about 20% on the stock. 

Bethlehem Steel—LARGER PROFITS 
will eventually be “distributed in stock or 
cash, but no plan has yet been formulated. 


British-American Tobacco.—DE- 


CLARED INTERIM DIVIDEND of 5% 
on ordinary shares for year ending Sep- 
tember 30, 


Canadian Car & Foundry—MONTREAL 


believes New York interests have accumu- 


lated stock in anticipation of large earn- 
ings and prospective dividends. Company’s 
president says corporation has booked more 
than $100,000,000 war orders for the Russian 
government. 


Cuban-American Sugar Dividends.—DE- 
CLARED REGULAR quarterly dividend 
on preferred and 5%4% back dividends. 


Central Leather—IS BOOKING large 
orders for export and reports improved 
domestic business. Better than 6% on the 
common is looked for this year, and a 4% 
dividend rate is talked of. Declared regu- 
lar quarterly preferred dividends. 


Cramp Shipbuilding—IS INCREASING 
number of employes to 4,000. Report that 
German government has purchased control 
ridiculed. Company taking no orders which 
will not show 15% profit. 


Crucible Steel—IS BUILDING a $2,- 
000,000 ordnance plant at Harrison, N. J. 
Chairman Dupuy says no common dividends 
until $2,000,000 dividend scrip is retired, or 
accumulated dividends and scrip are funded. 


Distillers’ Securities —1915 REPORT for 
year ended June 30 shows 4.64% on the 
stock. Interest on 5% bonds of 1927 
earned nearly three times. 

Driggs-Seabury Ordnance. — E. A, 
BORIE, formerly vice-president of Bethle- 
hem Steel, is slated for presidency of newly 
organized company. Common stock to be 
listed on curb. Preferred stock not to be 
offered to public. 

Du Pont Powder.—DIRECTORS ap- 
proved new financial plan involving 200% 
common stock dividend. New company to 
absorb old will be a Delaware corpora- 
tion. Reported, but not confirmed, that 
company has received largest single order 
in its history for 65,000,000 pounds at $1 
per pound. 

Electric Boat—STOCKHOLDERS have 
been offered 10 shares of new Submarine 
Boat Corporation for each share of the com- 
mon and preferred of the Electric Boat Co. 
Submarine program of United States _ 
ernment to call for expenditure of $80,000,- 
000 for additional submersibles. 

Fore River Shipbuilding—PLANNING 
to retire $750,000 bonds. uring last two 
eee sengeny is said to have earned $1,- 


Guggenheim Exploration—PLANS to 
distribute its holdings of Ray Consolidated and 
Chino Copper Co. shares, in addition to 
some cash to stockholders. 

B. F. Goodrich—CONTINUATION of 
present earnings will mean $12.50 per share 
on common stock this year. 

General Motors—EXPECTS TO SHOW 
dividends between 40% and 45% for current 
fiscal year. Question of distribution of un- 
divided assets among stockholders likely to 
come to a head before September 15. 
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General Electric—UNDERSTOOD to be 
earning better than 11% shown on stock last 
yeas. Has booked new $12,000,000 war 
order. 


Hall Switch & Signal—HAS $4,000,000 
war order for shells. 


International Harvester. — REPORTED 
to have a large contract from British gov- 
ernment for “Dreadnought” steam plows. 


International Agricultural Corporation.— 
EXPECTED to show earnings for year 
ended June 30 sufficient to meet interest 
charges. 


International Mercantile Marine.—PROF- 
ITS for six months ended June 30, after 
depreciation charges of $2,750,000, were in 
excess of $11,000,000. Minority stockhold- 
ers oppose plan of reorganization. 


International Steam Pump.—STOCK- 
HOLDERS planning protest against as- 
sessment of $12.50 on common and pre- 
ferred stocks. 


_ Kelly-Springfield Tire—IS NOW 27,000 
tires behind order. Directors estimate $1,- 
500,000 net earnings in 1915. Substantial 
extra cash dividends expected this fall. 


Lackawanna Steel—EARNINGS for the 
year will be at least $10,000,000. Company 
has made large sales of benzol, and received 
important contracts for rail and shrapnel 
from foreign governments. 


Maxwell Motor—PLANTS working at 
capacity. Plans for liquidating accumulated 
preferred dividends are being considered. 


National Enameling & Stamping —WAR 
ORDERS are said to exceed $20,000,000. 


New York Air Brake.—ESTIMATES on 
war order profits run as high as $150 per 
share. Company is negotiating $20,000,000 
war order for high explosive shells. 


Pullman Company.—DICKERING to sell 
Russia 10,000 freight cars. Works are op- 
erating 50% capacity. 


Pressed Steel Car—EARNINGS on pres- 
ent orders may mean profit close to $5,000,- 
000 for common stock within next 18 
months. Is turning out 1,000 shells per day 
on Russian $15,000,000 war order. 


Republic Iron & Steel—RESUMED reg- 
ular quarterly preferred dividends of 134%. 
and declared 4% of 1% on back preferred 
dividends, leaving 12% unpaid. Steel works 
operating at capacity. utstanding notes 
have been refunded by sale of 5% bonds. 
Company earning twice dividend require- 
ments. 


M. Rumely.—ORGANIZATION COM- 
MITTEE hopes to raise $1,800,000 in cash 
by assessing common stock $9 per share, 
and preferred $17 per share. Rumored com- 
mon stock will be scaled to 15%. 


Sloss Sheffield—EXPECTED DIREC- 





TORS will resume regular preferred divi- 
dends at September meeting. 


Sears Roebuck—SEVEN MONTHS end- 
ed July shows sales of $60,133,000, an in- 
crease of nearly $6,000,000. 


Studebaker Corporation.—TRADE CIR- 
CLES estimate net earnings for first half- 
year at nearly $6,000,000, which would leave 
$5,400,000, or 20% on the common. 


Standard Steel Car—HAS BOOKED 75,- 
000 shell order for Allies. 


United States Industrial Alcohol.— 
SPENDING $1,000,000 for new plant at 
Baltimore. Contract with Hercules Pow- 
der Co. to run from 2% to 4 years, and to 
show $6,000,000 profits, or 50% on common 
stock. Next year’s earnings estimated to 
run close to 30%. 


United Paper Board—REPORTED to 
have secured control of a process which 
will reduce costs substantially. Talk of divi- 
dend on preferred. 


United Shoe Machinery —DOMESTIC 
BUSINESS smallest in years, but foreign 
plants are working night and day on army 
contracts. Company flatly refuses to take 
war orders for American plants. 


United States Steel—MILLS OPERAT- 
ING between 90% and 95% of capacity. 
July net earnings estimated at $13,000,000. 
Company’s three benzol plants, with yearly 
capacity of 900,000 gallons, expected to be 
operating September 15. 


United States Smelting—JUNE AND 
JULY EARNINGS largest in company’s 
history. Reports an important ore “strike” 
in Mexico. 


Virginia Iron, Coal & Coke—HAS RE- 
CEIVED large foreign orders for benzol. 


Willys-Overland—SHIPPED over 50,000 
cars so far this year. Capacity to be in- 
creased to 1,000 cars daily. Profits at rate 
of 50% per annum on common during last 
two months. 


Westinghouse Air Brake —OPERATING 
on a seven-days-a-week schedule. 


Winchester Repeating Arms.—STOCK 
SOLD at $3,000 per share, representing ad- 
vance of $1,200 per share. Greatest gain 
ever made by any stock in a day. Financial 
gossip speaks of 1,000% stock or cash melon. 


Westinghouse Electric.— OBTAINED 
CONTROL of Stevens Arms Company, 
with capacity of 1,000 rifles per day. Com- 
pany’s orders for shells estimated to mean 
a profit of $500,000 per month. 





RAILROADS 


Atchison.—Pres. Ripley says the fall 
prospects for a me tonnage are excellent, 
but it is not likely to equal last year, when 
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Atchison did its largest gross business. Es- 
timated gross revenues for July show gain 
of about $250,000 over last July, but August 
is expected to show some falling off. 


Atlantic Coast Line—Has ordered 75 
freight cars and 10 locomotives, costing 
more than $1,000,000. 


Boston & Maine.—Bankers will ask hold- 
ers of road’s $17,000,000 notes, due Sept. 2, 
to again extend them, this time for six 
months. In fiscal year ended June 30 last 
the road came within $334,000 of meeting its 
fixed charges as against a deficit of $2,044,- 
742 for the previous year. Officers believed 
that if consolidation with leased lines can 
be effected a financially strong ‘corporation 
will result, 


Buffalo, Rochester & Pittsburg—yYear 
ended June 30 shows net operating revenue 
of $2,544,683, operating income of $2,314,087 
and a total income of $3,032,733. Surplus 
before dividends, totaled $780,000 as com- 
pared with $990,000 for the previous year. 


Canadian Pacific Railway.—Preliminary 
report for year ended June 30, shows gross 
of $98,865,210, compared with $129,814,824 
for last year, net of $33,574,628 against 
$42,425,928. Surplus after dividends, $89,915 
against $9,698,245 for the year previous. 
Unsatisfactory showing was due to the war. 
July of this fiscal year was worse than July, 
1914, and not until September is there pros- 
pect of improvement. 


Chesapeake & Ohio.—In 12 months ended 
June 30, Chesapeake & Ohio hauled 21,124,- 
821 tons of coal, an increase of 2,262,185 
tons over the previous year. Total coke 
tonnage was 200,921 tons, a decrease of 
187,831 tons. 


Central R. R. of New Jersey.—Jersey 
Central will lose about $1,500,000 in gross 
and net through the new anthracite freight 
rates. Company expects to get higher 
water transportation rates on coal ship- 
ments to New England, thus in a measure 
offsetting decrease arising from lower land 
rates. 


Chicago & Alton.—Showed deficit of 
about $1,690,000 for year ended June 30. 
This is the fourth successive yearly deficit 
and the total for the four years is $6,640,000. 
Interests connected with the company say 
there is no danger of a receivership. 


Cleveland, Chic., Cin. & St. Louis.—Big 
Four’s six months’ gross earnings to June 
30, increased $458,000, while operating ex- 
penses were reduced nearly $2.000,000, so 
that net showed a gain of $2,366,905. In the 
twelve months to June 30, gross earnings 
declined $581,000, while operating income 
increased $4,572,499. 


Erie—Interstate Commerce Commission 


has approved Erie’s anthracite rate to Chi- 
cago. Will give Erie $500,000 additional 


revenue, 


Great Northern.—Estimates of grain to 
be harvested along great Northern's lines 
places the total at 160,000,000 bushels, com- 
pared with 100,000,000 bushels last year. 


Kansas City Southern.—Expects to bene- 
fit from big winter wheat crop and im- 
provement in traffic conditions. 


Lackawanna.—Reduction in Lackawanna’s 
anthracite rates effective Oct. 1, will reduce 
road’s gross slightly less than $1,000,000. 


Lehigh Valley.—Will lose in gross and 
net revenue about $1,200,000 by reason of 
anthracite rate reduction. 


Missouri, Kansas & Texas.—Committee 
of directors is working on plan of readjust- 
ment. Gross from July 1, to August 14 
was $235,000 less than last year. 


Missouri Pacific—B. F. Bush appointed 
sole receiver for road. Committees ap- 
pointed by the plan of readjustment con- 
sider reduction of fixed charges contem- 
plated by plan, essential. 


Northern Pacific—Territory tributary to 
Northern Pacific may harvest 150% of the 
grain crop of last year. Management ex- 
pects satisfactory earnings this fall. 


Pacific Mail.—Believed to have received 
not less than $7,000,000 for its five largest 
steamships. Owns seven other steamships 
which, when sold, should bring the total to 
$9,000,000. On dissolution it is estimated 
that stockholders will receive from $40 to 
$45 a share. 


Reading.—What Philadelphia & Reading 
loses by the anthracite rate reduction, 
Philadelphia & Reading Coal & Iron Co. 
will gain. Reading Co. owns stock of both 
railway and coal company. 


Rock Island.—Assessment of $40 a share 
being talked about. Believed that the 
courts will not allow default of interest on 
junior $20,000,000 bonds. Tide of rising 
prosperity may put company back on feet 
in not far distant future. 


Seaboard Airline—New financial plan 
provides for retirement of preferred and 
common stock in exchange for stock of new 
company. New preferred will be entitled 
to 6% dividends. Holders of old preferred 
will receive less of new preferred, while 
common will be exchanged share for share. 


Soo Line—President Pennington esti- 
mates road will handle 62,500,000 bushels of 
grain this year. Previous largest year was 
1913, when it handled 56,681,000 bushels. 
Early grain is already moving. 


Southern Pacific.—Passenger revenues in 
uly gained $1,000,000 eageerimnety from 

nama Exposition traffic. Increase of 
— in gross substantially reflected in 
the net. 
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NOTE.—Answers as published in this magazine are selected and condensed from the very 
large number of inquiries received from our readers. All such letters are answered by mail in 


advance of publication, hence stamped and self-addressed envelopes 
Subscribers’ 


accompany them. 


inquiries are given the preference in order of answering. 





Rumely 


E. D.—In the event of Rumely getting 
some real war order business in which there 
are very good profits, there would doubt- 
less be a flurry in the stock—the people 
who knew most about the business making 
the movement in the stock. Of course, it 
would be given publicity to help along in 
lifting the stock. 

As an investment, Rumley stocks are un- 
desirable. We would advise you to be quite 
sure of your ground before rushing into 
Rumely stock on the war order talk. 





Electric Boat 


E. B.—Electric Boat (new) is the stock 
of the corporation which was created to 
take over the work and properties of Elec- 
tric Boat (old). Ten shares of the new 
stock were given for one of the old. It 
may fairly be assured that the new capital- 
ization pretty well represents business and 
owes so that you need expect nothing 
ike what happened in the old stock if you 
buy the new securities. The stock of the 
new will be a speculative proposition and 
will likely pay moderate dividends. 





American Coal Products 


W. F.—We believe the reported figure of 
45% on earnings on American Coal Prod- 
ucts Co. is reliable. We know the com- 
pany to be doing exceptionally well and it 
is expecting to branch out in its chemical 
business even wider than before the war. 
Our chemical concerns have seen a light as 
to how they may make things they neg- 
lected in the past and are in many instances 
expecting to keep on manufacturing these 
products after the war closes. As an in- 
vestment we think the stock attractive. 





Seaboard 


F. S—We advise you to hold Seaboard 
Air Line preferred for much better prices. 
The company is in a strong position and 
this will tell in the long run. If we get a 
big market in railroad shares this stock 
will be among the leaders in the cheaper 
issues, especially after the war is over. 





Gt. Northern Ore 


E. S—Great Northern Ore certificates 
represent the ore properties along the Great 
Northern Railway which formerly belonged 
to the company, but are more or less sepa- 


rate now for legal reasons. There is likely 
to be mined an increased amount of ore 
due to the improvement in the steel busi- 
ness. 





American Locomotive 


J. T—American Locomotive common is 
a good speculative purchase. The company 
has a fair amount of equipment business, a 
large amount of war orders and consider- 
able equipment building capacity still avail- 
able for the car and locomotive buying that 
is expected of the railroads later in the year. 
When this equipment buying sets in it 
should put the stock of the Locomotive Co. 
on a much better footing. 





Lackawanna Steel 

D. E.—Lackawanna Steel has its plants at 
Buffalo, N. Y., and does mostly a business in 
rails, although it manufactures a few other 
steel products. 

The company has received some large busi- 
ness in rails, and is working its plant at prac- 
tically capacity on other steel products as a re- 
sult of war business. There is a rumor in the 
air of large earnings. It is estimated in some 
quarters that the company will earn 5 per cent. 
for the common stock this year. The 
prospects for the company are good, and it is 
apparently enjoying the full share of the boom 
in the steel business. 


Distillers 

M. B.—Distillers Securities is consider- 
able of a speculation. The company is en- 
joying a good war business in alcohol, so 
that dividends are hoped for in September. 
The sale of the Industrial Alcohol stock 
gave them considerable money in the treas- 
ury and the big business in alcohol helped 
more. For the time being the company is 
really doing well. When the war is over 
a may change considerably for this 
stock. 





Steel Foundries 


J. S—The outlook for American Steel 
Foundries seems rosy at the moment, if 
reports of war business are only approxi- 
mately true. It is reported that they are 
about to close contracts for $60,000,000 war 
business and that the company is running 
60% on usual business. Of course we can- 
not say what amount of business is actually 
on hand, but at least it is reasonable to 
suppose that it is liberal. 
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The Smelter at Cananea. 








Greene-Cananea 


Status of Operations at Property—Position and Prospect of Stock 





By C. S. BURTON 





HE vigorous demand for copper 


metal has not been universally 
an unmixed joy for the pro- 
ducers. To own, as does the Greene 


Cananea, one of the most up-to-date and 
complete of plants for the reduction of 
copper ores, capable of producing from 
75,000,000 to 100,000,000 pounds of cop- 
per per annum ; to see a market demand- 
ing metal at the prices ruling during the 
past eight months and then to be unable 
to speed the plant to its utmost on account 
of the Villistas and the Carranzistas, is, 
to put it very mildly, a situation that calls 
for the exercise of much patience. 

The Greene Cananea properties extend 
over six hundred square miles of terri- 
tory; an area equivalent to one-half of 
the State of Rhode Island, or one-fourth 
of the State of Delaware, lying just 
across the Mexican line south of Bisbee, 
Arizona. The distance from the Copper 
Queen and the Calumet & Arizona to the 
mines of the Greene Cananea is about 68 
miles, but this distance takes one from the 
States across the border into Mexico. 
Happily, even though Cananea lies forty 
milés south of the Arizona line, as will 
be seen from the accompanying map, it 
has not been a storm center and while it 
was impossible to operate the mines 


steadily during the past few months, they 
have not suffered any material damage, 
the pumping plants have been kept in 
working order, a force of Mexican me- 
chanics have been kept at work overhaul- 
ing and looking after machinery, while 
some development work has been done, 
on the whole, therefore, the mines and 
plant are in excellent condition, with a 
greater quantity of ore in sight and ready 
for extraction than for a number of years. 

There is a marked contrast between 
properties such as those of the Greene 
Cananea and the large low grade, milling 
coppers, a number of which have been 
described in this series of articles. In- 
stead of one or two largé ore bodies, 
capable of being outlined by diamond 
drills and the tonnage estimated with ac- 
curacy, the Greene-Cananea has some 
nine or more producing mines, scattered 
along a mineral belt some six miles long 
by two miles wide. 

The quantity of mineral is very great, 
but when it is considered that no two of 
the properties have just the same char- 
acteristics; that a large part of the ore 
from some of the mines can go direct to 
the smelters; that from other mines the 
entire product must be concentrated; 
that at least one mine yields ore 
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that must all be sorted by hand, it 
will be understood that it is impossible 
to estimate ore reserves in tons or mil- 
lions of tons as can be done in the so- 
called porphyry mines. The mines are 
all opened for several years ahead and de- 
velopment is kept ahead of extraction far 
enough to assure constant ore reserves. 

As in the Copper Queen, the great 
Phelps Dodge property, and the Calumet 
& Arizona, controlled very largely by the 
same interests that control the Greene 
Cananea, the formation precludes an es- 
timate of the ultimate possibilities, and 
at the same time gives most positive as- 
surance of values and permanence. In 
this regard Greene Cananea must take 
rank among the greater copper producers 
and it must suffice to say that a produc- 
tion of seventy-five million pounds of cop- 
per per annum could be maintained for 
years to come without any probability of 
exhausting the ore reserves: 

The older or first organization—the 
Greene Consolidated Copper Company,— 
“bogged down,” to use a western phrase, 
in 1906. The mill which had been erected 
under Colonel Greene’s management had 
become worn out and Dr. L. D. Ricketts 
was employed to superintend the erec- 
tion of a new plant. The result was and 
is one of the best and most efficient plants 
in the copper producing industry. As 
might be expected everything in and 
about Cananea is in one way or another 
part and parcel of the operations of the 
Greene Cananea. Water, light, power and 
telephone service are all supplied by the 
company. 

It was after the erection of the present 
plant that Colonel William C. Greene, the 
picturesque optimist, in a way almost the 
last of his type, found his plans in other 
directions going amiss, found also that 
he built wheels within wheels in the 
Greene Consolidated Copper Company 
until the snarl was quite past untangling. 
The Colonel tried to put a very large 
part of Northern Mexico into the Greene 
Gold Silver Company, without the use 
of much cash and presently his house of 
cards fell to pieces and it became neces- 
sary for some real management to take 
charge of the mines and plant at Cananea, 
as well as the finances of the company. 
The Cole-Ryan interests were not at that 
time so fully identified with the Ana- 





conda people as they have become since, 
although they had, however, long been in- 
terested in the Bisbee district and con- 
trolled the Cananea Central, which was, 
in 1906, merged with the Greene Consoli- 
dated to form the present Greene 
Cananea Copper Company. There was 
an immediate change in the administra- 
tion of the properties and efficiency and 
economy took the place of the breezy, 
haphazard slap dash methods of Colonel 
Greene. 

At the present time it is costing about 
ten cents to make a pound of copper at 
the Greene Cananea and under the cir- 
cumstances the management considers 
this figure quite satisfactory. Normally 
the mines should employ about thirty-five 
hundred men, there are about thirteen 
hundred on the payroll now and additions 
can only be,made slowly. The old force 
that lived in Cananea “before the war” 
is scattered, many doubtless have been 
killed, the mine management is having to 
build up a new mine crew or many new 
mine crews out of raw material, and that 
by no means of the best. After two or 
three years of guerrilla, border warfare, 
men do not readily settle down to hum- 
drum work, the Mexican peons especially, 
and additions can only be made slowly as 
mine bosses can handle new men. Even 
under these conditions there is a produc- 
tion of three million pounds per month, 
which as conditions will permit will be 
increased and costs materially reduced. 

One item which is expected to add to 
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Graphic sowing costs per pound, selling price received and estimated profits on various prices 
of copper, as well as percentage on present price of stock. 


the profits now being won is the introduc- 
tion of flotation for the ores which must 
be concentrated. It is not expected that 
flotation will cut down copper costs per 
pound. There is an added.cost for grind- 
ing and regrinding of the ores to the fine- 
ness necessary for flotation, the profit 
comes in the recovery of a larger per- 
centage of copper from the same ore ton- 
nage. In other words it mav still cost 
ten cents a pound to produce the copper, 
but the same extraction from the mine 
may be made to yield ten or fifteen 
million pounds of copper to the year’s 
output. 


There are some of the largest figures 
in the copper world connected with 
Greene Cananea ; its organization is now 
one of the units of the Anaconda-In- 
spiration group and its officialdom in- 
cludes Mr. John D. Ryzn, Mr. William 
E. Corey, Mr. James McLean of the 
Phelps-Dodge Company. Dr. Ricketts, 
the consulting engineer is one of the prin- 
cipal figures in the mining industry in 
Arizona and Mexico. Dr. Ricketts has 
built several of the most successful plants 
in that district; the plant at Greene Ca- 
nanea, the new mill at the Arizona Cop- 
per Company, and others. As a metal- 








Comparative Statistics 


Production Cost Selling price 
Year (pds.) (cts. per pd.) (cts. per pd.) Net income 
1914 21,858,920 10.72 13.83 $638,955 
1913 44,480,514 9.63 15.10 2,186,260 
1912 48,157,847 1031 16.02 2,580,750 
1911 44,897,466 9.84 12.88 1,318,473 
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lurgist, Dr. Ricketts has done some 
splendid work, one of his present interest- 
ing problems is the adoption of a leaching 
process for the ores of the New Cornelia, 
a low grade milling deposit, now being 
developed by the Calumet & Arizona peo- 
ple. 

The financial organization of the 
Greene Cananea is somewhat involved, 
the complications being something of an 
unavoidable inheritance from the days of 
Colonel Greene, but as the Greene Ca- 
nanea Company is the only organization 
in which the public owns any stock the 
indirect manner of holding title to the 
physical property becomes merely a book- 
keeping and auditing detail. 

Greene Cananea has an outstanding 
capital of 473,343 shares of a par value 
of $100. 

On the present share market price of 
$40, the properties are selling on a basis 
of $19,000,000, in round numbers. Fig- 
uring a profit of eight cents per pound on 


present production of 36,000,000 pounds 
per annum, this would be $2,880,000, 
which would be equivalent to 15 per cent. 
upon the present market price of the 
stock. 

There are strong indications that the 
United States has about reached the end 
of its period of watchful waiting and that 
Mexican conditions will be bettered in 
the near future. It is this factor that 
controls the share market in Greene 
Cananea. On a normal output of 75,- 
000,000 pounds, which could be easily at- 
tained with better labor conditions, costs 
could be reduced and profits would run 
up. But, taking 17 cents copper, which 
is very conservative according to the best 
authorities in the metal market, and al- 
lowing nothing for lower costs, earnings 
would equal 27 per cent. on the present 
investment, which is surely attractive 
enough to justify a long pull and the 
taking of some chance on the betterment 
of conditions in Mexico. 














The Concentrator at Cananea. 








What He Said—and Did 


At the Bottom 
I. “I wouldn’t buy anything in this market at any price.” 
10 Points Higher 
II. “People who get in at this level deserve to have their money taken away from them.” 
25 Points Higher 


III. “This is a great bull market. Get in—you can’t lose money.” 
(He did—on the smallest possible basis of protection, with any old broker. Then they sank 


the Arabic.) 


40 Points Higher 


IV. “I once had a lot of money, but they did me out of it in the market.”"—Odd Lot 


R eview, 
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The Boston Coppers 


Future of the Metal Market—Position and Prospects of Stocks 





By A. J. PHILLIPS 





OSTON for many years has been 
recognized as this country’s pre- 
mier copper stock market. There 

are upwards of half a hundred copper 
issues listed on this exchange and prob- 
ably seventy-five per cent of the daily 
transactions are in mining issues alone. 
The zinc, coal, and gold issues of late 
have become the centre of considerable 
activity and trading in coppers has suf- 


metal prices the question of future pros- 
pects for the coppers is a matter of much 
interest to investors. Some of the 
marked advances which have occurred 
are plainly based upon speculative trad- 
ing rather than upon present or pros- 
pective earning power. Nevertheless, it 
must be admitted that prevailing prices, 
almost without exception, are well below 
the high prices of former years. Viewec 








COMPARATIVE PRICES 


OF BOSTON COPPERS 





Present 
price r 1914 ‘ —1913— m—1912— 
Stock (about) High Low High Low Hi Low 
SIR Bahn Uivcigd 40 ccuedes acu 96 300 239% 330 230 370 240 
RN as Koh wieddadseisd ena 2% 1% % 3% 20 8% 2 
Arizona-Commercial ........... 1% 6 5/16 2% 554 2% 6% 2 
Calumet & Arizona........... 63% 70% 53 72 56% 83% 57% 
Copper Range ................ 54 40% 29 53 32 6644 48% 
DN caches ceveseereseote 12% 13 8 15 9% 16% 12% 
RCNA ERE: % 91 60 78 51 171% 33 
G i cicsccebherreee 39% 22 ll 35 275% 11% 71% 
Isle Royale .......,........+. 26% 24 16 33% 16 37% 20% 
PED Diiudkcdanscednccenabesse 135% 10% 4% 26% 4% 49 20% 
BED Hass cdc oVeugahoedess ene 25% 24% 16% 26 20% 3034 23% 
SEE wade des cinta cendnesece 0 71 4914 39 65 38 73 50% 
New Arcadian ................ ll ™% 1% 2% 56 6% 2 
North Butte .................. 2914 19% 30% 24 21% 39% 22% 
GORE - 203 5 vcs c cece ches ees 79% 84 64 107 68 130% 100 
MEF cence ccs Odd cS ecosy g 86 68 51% 80 52% 95 72% 
Macc ok wh peveda sce 1% 1% 4 13% 5 17% c) 
Shattuck-Arigona whbedes sso eke 26 29% 18 31 21 34% nae 
Soutli Lake .......cicvcccecess 65% 5% 3 8% 2% 11% 5% 
PEE dic caudodcsbesiee¥ededes 25% 4 22 40% 20% 48% 24 
SIGE o vosccccciccccecctes 53% 43 24% 38 21 20% 914 
NE Nand cng cdlcnknsnee 3% 25 1% 2 1% 3% 1% 
Utah Consol .;................ 12% 14 8% - 11% ™ 51 26 
Victoria ... 0.6. cecceeeeeeeeeee 2% 211/16 1 2 90 5% 1% 
ME: wceuaphaWs caaeevieseens 3% 4% 1 4% 75 ™% 3% 
IED. cud ditiestavciucevs 59% 47% 30 76 39% 117 65 








fered proportionately. The majority of 
the active coppers, of course, are vein 
mines, but the porphyries have acquired 
a very prominent position in this mar- 
ket’s activities since their appearance a 
few years ago. Omitting those issues 
whose principal market is in New York, 
we present in the accompanying table a 
list of the standard coppers with a com- 
parison of present prices and -high and 
low points for the past three years. 


The Metal Market 
In view of the present weakness of 


merely from a speculative point of view, 
therefore, the chances are very good for 
still greater appreciation. Such a state- 
ment may seem unwarranted considering 
that copper metal has declined nearly 
three cents per pound in as many weeks, 
but the fact remains that though con- 
sumers may be able to stay out of the 
market long enough to induce a break in 
price, they must shortly buy large 
amounts of the metal to provide for re- 
quirements which are known to be enor- 
mous. In this renewed buying lies the 
hope of the copper shares. 
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Each property which is in a position 
to produce any ore is bending every 
effort to raise the last pound of copper 
possible. The lapse of buying now ob- 
taining means the accumulation of 
stocks, but not to such an extent that it 
will become a serious menace to the cop- 
per share market. The deferred buying 
soon will take care of the surplus now 
accumulating when once the check upon 
it is removed. So much for the metal 
market factors bearing upon the future 
of these shares. 


Utah-Apex-Arizona-Commercial 
Few of the low-priced copper stocks have 
responded to any marked degree to the favor- 
able factors arising out of Europe’s demand 
for the metal. Utah Apex and Arizona-Com- 
mercial are the only issues in the list given 
above of those whose prices are not quoted in 
two digits which are selling above the 1912 high 
points. Arizona-Commercial’s gain over a year 
ago is approximately 128 per cent. and in view 
of the status of developments at the property 
the further appreciation of the value of the 
stock is likely to come very slowly—unless 
present operations should suddenly develop the 
ore body which is sought. The mine is carry- 
ing on active exploratory work stimulated by 
favorable discoveries at the Iron Cap prop- 
erty, but results come very slowly. The out- 
look for the Arizona-Commercial is promising 
but the investor must expect to wait some time 
for any material appreciation in the price of 
his shares, and an even longer time before 
those shares will yield any return in dividends. 
Utah Apex already has begun dividend pay- 
ments, but before the property can rank much 
higher than at present it must solve many 
problems. The mine is handicapped in the 
nature of the ore bodies which it is developing, 
facing constantly the danger of caves wrecking 
the underground workings. This is due to 
the large proportion of lead in the ores mak- 
ing the bodies so much heavier than ordinary 
copper ore. The future for Utah Apex, how- 
ever, depends upon the success of the new 
flotation process which is being installed at the 
property. The company is well provided with 
cash, and while developments underground are 
encouraging, the extent of the ore reserves is 
undetermined. All things considered, this com- 
pany seems to be entering upon an era of 
profitable operatings which should he reflected 
in the not distant future in higher prices for 
the stock. 


Copper Range 
Copper Range appears to have reached the 
topmost point of appreciation which seems 
justified present conditions. Production is 
at the highest figure in the company’s history, 
a rate of 43,000.000 pounds of copper per 
annum, and its costs are the lowest on record. 


* 


The significance of the current heavy output 
of copper may be appreciated when it is 
realized that Copper Range’s ten-year average 
of production is only 29,000,000 pounds. Of 
course, the fortunes of this company are linked 
to those of its subsidiaries Trimountdin, 
Baltic, and Champion. The output of these 
mines is increasing, costs are falling, and the 
ore treated is showing a higher percentage of 
copper content. As long as production con- 
tinues at these high record figures, these low 
costs probably will be maintained, for they are 
not yet as low as the records achieved in recent 
previous years. Moreover, in the absence of 
an effort to produce every possible pound of 
copper, resulting in less discrimination in 
choosing the material treated, Copper Range’s 
ore can be selected in a way to show a much 
higher yield than even the present figure. 
Again, the company’s new plants may be ex- 
pected to improve the splendid showing already 
made thus far this year. But Copper Range 
is not a dividend payer, and in view of the 
avowed purpose of the management to ac- 
cumulate a large working capital it is unlikely 
that any disbursements will be made to share- 
holders for some time. The investor’s source 
of profit, therefore, must be in an appreciation 
in the value of the stock and relative to the 
possibility of this taking place it should be 
noted that the stock now is selling pretty close 
to the high point of recent years. 


East Butte 


East Butte faces a high cost of production 
and the necessity of mining a great deal of 
second-grade ore. Also, its costs for recon- 
struction and development are high. These are 
factors militating against any pronounced im- 
provement in earnings. Its present price rep- 
resents approximately an adequate valuation 
of the property in the absence of unexpected 
favorable developments at the mine. Dividends 
are hardly to be expected for some time and 
a substantial appreciation in the market value 
of the stock seems precluded unless induced 
by more encouraging underground develop- 
ments. 

Greene-Cananea 


Greene-Cananea has splendid prospects but 
is prevented from realizing them to a great 
extent by the disturbances in Mexico. This 
property has everything to gain from a speedy 
settlement of the trouble in that territory and 
little change in the market status of the stock 
can be anticipated until this is accomplished. 
The mine has the ore; it has also the plants to 
handle a far greater amount than it is pro- 
ducing. Its copper costs are fairly low, and it 
has no indebtedness to absorb its earnings. 
But notwithstanding these favorable factors, 
it is premature to anticipate dividends on this 
stock, even though they are predicted for the 
fall. The company has an abundance of cash 
apparently, but in consideration of conditions. 
at the property, it is hardly likely that the. 
management will resume disbursements until: 


a 
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there is some definite prospect of adjusting 
the differences between the various Mexican 


factions. 
New Arcadian 


Underground developments at the New 
Arcadian encourage the belief that this prop- 
erty is on the verge of a prosperous period 
in its existence. It has cut one of the best ore 
bodies ever discovered in the district according 
to report. The development of this deposit 
is a matter of time, but with the extensive 
acreage which this company owns on the 
mineral belt the prospects are good. Before 
they can be realized a long period of ex- 
peraeesy and development work must elapse. 

o finance this work, more assessments may 
be necessary. 


Calumet & Arizona 


Calumet & Arizona has caught the pace of 
a record-breaking production and a low record 
cost. In view of this its forty per cent. ad- 
vance within a year is not phenomenal. 
Moreover, with copper still in keen demand, 
there is no reason why this property cannot 
continue to increase its output. It is more than 
likely that the low cost may be improved upon, 
also, as the new forty-ton leaching plant at 
the New. Cornelia property, controlled by the 
Calumet & Arizona, will enable the latter to 
obtain an extraction of eighty per cent of the 
copper content of the ore. Tasnlags are: run- 
ning at the rate of $600,000 per month, but 
this is hardly high enough to warrant a divi- 
dend rate above the present. The possibility 
is that this property can improve its showing 
as to output, but it must make a substantial 
gain in profits before any dividend increase 
will materialize. This does not preclude a 
good improvement in the market standing of 
the stock under the stimulus of heavier pro- 
duction, but it is hardly probable in the near 
future. For a long pull, Calumet & Arizona, 
granted the continued demand for the metal, 
should yield a good profit from appreciation. 


Granby 


Granby is in line to set a new high record 
for production for the year. Eve ing at 
this property and at the Hidden Creek and 
Grand Forks plants is at the topmost point of 
efficiency. Future monthly reports should 
show increasing production and lower copper 
costs. The resumption of dividends this month 
may be taken as ample evidence that they will 
be maintained. Any immediate increase in the 
rate will not be made, but the price of the 
stock may be expected to reflect the improved 
showing of the property. 


Mohawk 


The market has capitalized substantially all 
of Mohawk’s favorable factors and perhaps a 
ly part of its future prospects. e mine 

is Operating now at its utmost capacity and its 
earnings have shown a remarkable growth. 
This expansion of earnings has passed 
along to the shareholders in some degree. The 
company, however, is restricted by its lack 


of milling room and, therefore, is prevented 
from taking a greater advantage of the present 
call for onrene. The stock now is selling well 
up to the high record price for the past three 
years, and any further appreciation must await 
renewed speculative activity or an increased 
dividend distribution—neither of which appear 
very imminent at present. 


Osceola 


The Osceola is another Calumet & Hecla 
subsidiary which is handicapped by a lack of 
milling room. The output of rock could be 
largely increased but for this. A proposal 
which may benefit this property considerably in 
the matter of production and consequently in- 
creased earnings, is that of the sale ~ 4 the 
Centennial mine to the Osceola. The Centen- 
nial is a small mine, but its rock, which is 
fairly good, has been exposed only on one side. 
Osceola’s shaft is in a position which will make 
the task of working the Centennial ore body a 
simple one and supply the former with new 
reserves. The present rate of dividend on this 
stock is all that can be expected, but the mar- 
ket price is hardly a just appreciation of the 
value of the property or its future prospects. 
Its present price of eighty dollars per share 
is only ten points above last July’s price, and 
is 13% points under this year’s high record. 


Isle Royale 


The future prospects of the Isle Royale 
property are ee but are not likely to find a 
substantial reflection in the market position of 
the stock until the present controversy over 
the Calumet & Hecla management of the com- 
pany is adjusted. The reports of the Isle 
Royale. demonstrate that the mine has good 
ore bodies and that this ore can be produced 
at a comparatively low cost. The property has 
the ability to earn a fair profit; it has dem- 
onstrated that. The destruction of its mill 
has been a severe setback and until reconstruc- 
tion is complete, the company can not show 
its best possibilities. In view of conditions 
at the property and the contest over the man- 
agement ahy marked improvement in produc- 
tion and earnings does not appear probable. 
This means, of course, a delay in the enhance- 
ment of the market value of the stock and 
in the resumption of dividends. The distant 
prospects of the property are very good. 

Quincy 

Suiney and Wolverine are both selling at 
prices that reflect their increased dividends 
and general improvement in respect to output 
and earnin The former is producing at 
practically its highest capacity and must in- 
crease its plant to better its output. This it is 
expected to do, and also to acquire additional 
mineral land holdings. Both these factors will 
improve the market position of the stock and 
ultimately should lead to higher disbursements 
on the shares. Quincy could afford to ad- 
vance ita rate but is not likely to do so for 
some time because of the ing of the rate 
in June. 

















Standard Oil Company 


New Jersey 
As Great Today As in 1911 When Shorn of Its Largest 


Subsidiaries—Prospect for Further Expansion 





By CHARLES H. PLATT. 





HE early history of the Standard 
Oil Company of New Jersey is 
not only too well known for de- 

tailed review, but the present day in- 
terest in the company lies largely in its 
position since the dissolution of 1911. 
The company is successor to organiza- 
tions started by the Rockefellers and 
their associates in 1862-67. The present 
title and New Jersey charter were taken 
in 1882. Between that period and 1899 
there were several partial or nominal 
changes in the organization, its methods 
of holding subsidiaries, etc., but not until 
1911 did the real change to the present 
status take place. In 1906, the United 
States Department of Justice sued the 
company under the Sherman Act, and 
the Supreme Court of the United States 
later affirmed decisions of the lower 
courts holding that the company was 
conducting its business contrary to the 
anti-trust law. The dissolution was 
ordered and went into effect December 
1, 1911. By it, thirty-two of the former 
subsidiaries were made independent com- 
panies and their shares distributed pro- 
rata to stockholders of the Standard Oil 
Company of New Jersey. 
Capitalization 

* The company’s capital stock was 
originally $110,000,000, of which 
$10,000,000 is preferred, was retired 
about 1899, leaving the balance 
authorized capital in common stock, of 
which $98,338,300 was outstanding (and 
is still the total security obligation). The 
company has never had any bonded debt. 

When the corporation was shorn of 
thirty-two subsidiary companies’ stock, 
it was allowed to retain ownership of 
about a score of other subsidiaries, not 
one of which was of much importance 


in 1911. Since then, a number of these 
have been developed, especially foreign 
companies, while several new subsidiaries 
have been formed since. At the present 
time, it is probable that, with the develop- 
ment of these subsidiaries and the great 
growth of the company’s own business 
and properties, it is fully as powerful 
an organization as it was on November 
30, 1911. However, there is little fear 
entertained in any quarters that this re- 
covery will excite further governmental 
interference as it has all been accom- 
plished within the strict letter of the law 
as laid down in the dissolution decree. 


‘Assets 


Today, the exact subsidiary holdings 
of the company are not known, but they 
total over $100,000,000 in par value of 
stock. The other holdings include the 
properties incidental to the direct busi- 
ness of the company in producing, re- 
fining and marketing oil. A few weeks 
ago, it sold its pipe line properties and is 
no longer directly engaged in such trans- 
portation, although it owns subsidiaries 
which have pipe line properties. As a 
transporter of oil by coast and trans- 
oceanic shipping, it is one of the largest 
organizations in the world, now that it 
has acquired a number of ships from its 
German subsidiary in addition to what it 
had before or has recently built. 

The company owns directly eight large 
refining plants in the United States and 
Canada having daily capacity in excess 
of 130,000 barrels, or above 47,000,000 
barrels a year. Its foreign subsidiaries 
also own refining plants. Besides these, 
there are many other manufacturing 
establishments owned by it or its sub- 
sidiaries, including works for manufac- 
turing cans, cases, barrels, shipbuilding 
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and repair yards, branch yards, etc. 

The marketing territory includes the 
states of New Jersey, Maryland, Vir- 
ginia, West Virginia, and North and 
South Carolina. Subsidiaries market 
throughout other Southern States, the 
Southwest, most of Europe and nearly 
all of South America. 

Among other assets which might be 
mentioned are large quantities of oil 
which were bought and stored when 
prices were low. It is probable that the 
company owns 50,000,000 barrels of 
stored oil directly or through its sub- 
sidiaries. Oil prices are on the average 
about 25 cents a barrel above the low of 
a month ago, while large purchases were 
made by this company at a time when 
prices were even more depressed. On an 
average for the total given of 25 cents a 
barrel advance, a profit of over $12,000,- 
000 is possible on this stored oil at 
present, while even further profit is prob- 
able as the tendency of oil prices is 
towards still further advance. 

For a number of years prior to the 
dissolution of 1911, the company paid 
40 per cent. a year or more in dividends. 
The highest total in any year was 48 per 
cent. Even though such a high rate was 
maintained, in the 25 years from 1882 
to 1906, a total of $252,020,724 surplus 
was shown. The company issued partial 
income accounts up to the latter year 
which showed the following: 


Total net available for divi- 
dends, 1882-1906 (incl.). $804,442,064 
Total dividends 1882-1906. 552,421,340 


Profit and loss surplus for 
Si nuendtanees sees $252,020,724 


Starting about 1903, the Standard Oil 
Company of New Jersey paid out about 
half or less of its net each year in divi- 
dends. Using the 1906 figures for net 
for 1907-11 inclusive, this would indicate 
that for each of the five years there was 
at least $43,786,931 added to surplus, or 
a total of $218,934,655 for the five years. 
Adding this to the surplus as of Decem- 
ber 31, 1906, a total of $479,996,466 at 
the time of dissolution in 1911 is in- 
dicated. As earnings available for divi- 
dends in some years of the 1907-11 
period were estimated as high as 





$100,000,000 or above, the surplus at the 
end of the period was probably larger. 

In order to take care of the segregation 
of subsidiaries, a deduction from assets 
in 1911 would have to be offset by a 
similar deduction from surplus. The 
value of subsidiaries was included in the 
item “property owned and investments 
$297,125,253” at the end of 1906. In 
this, at least $100,000,000 would have had 
to be retained to represent the value of 
plants and other properties and of the 
subsidiaries which were not segregated. 
This would leave at most $197,125,253 to 
be deducted from surplus; and a balance 
for surplus as of December 31, 1911, of 
$282,871,213 is indicated. 

It is believed that the policy of paying 
half or less of available net in regular 
dividends has been followed by the com- 
pany since 1912. Regular dividends in 
that period to the end of 1915, which 
have been 20 per cent. a year, including 
allowance for one at the regular rate for 
the last quarter of 1915, would total 
$78,670,640 ; the extra dividend of 40 per 
cent. in 1913 was paid out of funds re- 
ceived from the repayment of loans by 
former subsidiaries. Allowing half of 
net for dividends in the period, this in- 
dicates an addition of $78,670,640 to 
surplus from 1912 to the end of 1915. 
Adding this to the estimated surplus at 
the end of 1911, the surplus as of De- 
cember 31, 1915, should be at least 
$361,541,853, or nearly $370 per share. 
In many estimates the surplus is figured 
as above $500,000,000 at the present time. 

As for future earnings of the company 
from its own operations, preparations 
have been made for a large expansion in 
business. Docks have been enlarged or 
new ones built to take care of expanding 
export trade. Refineries and other plants 
have been overhauled or new units con- 
structed. Producing properties are pre- 
pared for great increase in demand for 
crude oil. At the present time, nearly all 
of the many varying activities of the com- 
pany are being developed at full capacity, 
and the outlook is for even greater de- 
mand on them which will require further 
enlargement. Many new uses for oil are 
developing and old uses are growing. It 
will be through the subsidiaries, however, 
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that the greatest addition to earnings will 
come, as many of them are operating in 
territory which is practically at the begin- 
ning of development. 

Of all the subsidiaries, the greatest pos- 
sibilities seem to lie ahead of the Im- 
perial Oil Company, Ltd., of Canada. 
The Standard Oil Company of New Jer- 
sey owns about 80 per cent. of the $15,- 


000,000 capital stock of this company. 
It is engaged in producing oil in Canada, 
marketing it throughout the Dominion. 
It owns pipe lines connecting with other 
lines, which bring oil from producing 
properties in the United States, for the 
use of its refineries at Sarnia and Van- 
couver, Canada. The Imperial Company 
owns about 70 per cent. of the $20,000,000 











EN pak cnccindannasetecqes« 
Dividends from subsidiaries. .... .. 
Net increase value subsidiaries. .. . 


Total available for dividends... ... 
Seiad oe oe eae ws ie 


EE bc cc ccbekseenensse 


THE ONLY COMPLETE REPORTS EVER PUBLISHED BY THE STANDARD OIL COM. 
PANY OF NEW JERSEY OF ITS EARNINGS AND PROPERTIES 


INCOME ACCOUNT 
(For the year ended December 31, 1906) 


Profits from own business......... 


anubatitnaasedieaail $10,409,890 
Loss and expenses. ............+:: 


oneessoccccesete genes 837,894 


innieaninckehieodely $9,571,996 
shia ak aebieenndaaoenany 53,227,387 
cicaciidantstiaiisiae 20,322,869 


seseneeasteessheutan $83,122,252 
eceecobareseseen seven 39,335,320 


soshveenseccapeseneen $43,786,932 


In considering the above from the viewpoint of the present time, allowance must be made 
for great increase in the company’s own earnings due to the great expansion in the oil business. 
Dividends from subsidiaries retained may not be near the 1906 figure, but are doubtless quite 
large as the company today owns many important companies engaged in world-wide trade. 


BALANCE SHEET 
(As of December 31, 1906) 


ASSETS 
Property owned and I a $297,125,253 
SEES * oo vce ceucchovenceccesetsseauee 17,871,421 
PL ac adeca ced ose ca eevieseseussoyatentbebeannel 56,487,323 
EE Advise 06-460 Wa gher Ve ukWe ar cas sdunend bedseentaseaon 180,534 
BEE nnn dag 6% 0d auth eleg dec ents bhacsek connkasnaaes $371,664,532 
LIABILITIES 
I BN ono iids cos ccbnd anges vetarsussvcesquawceees $98,338,382 
I asian dpdhgks caduene (uésubuseaaseeie 12,264,339 
ee 0 os wank pnsetgsngsednachesaunehs 261,061,532 
BD Haden soscaServidishinsetcaddeduvsteesucsaes $371,664,532 


The probable present-day balance sheet should show property and investments of even 
more than in 1906 as the company has spent millions on its plants, etc., in the intervening 
years. Also its subsidiaries of today are probably almost as valuable as the ones segregated in 
1911 were valued at in 1906. Great expansion in business since 1906 should have meant a 
considerable addition to other assets, including inventories, receivables and cash as of today. 





of 1906. 





The profit and loss surplus of the present time is believed to be much larger than at the end 
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capital stock of the International Petro- 
leum Company, Ltd. The International 
Company is a recent consolidation of four 
Peruvian companies engaged in produc- 
ing oil in Peru, refining and selling in that 
country and shipping oil from Peru to 
Vancouver to be refined at the Imperial 
Company plants there. 

The selling territory not covered by the 
International Petroleum Company in 
South America is well taken care of by 
the Standard Oil Company of Brazil, an- 
other present day subsidiary of the New 
Jersey corporation which owns all of its 
$500,000 capital stock. Between the two, 
the Standard Oil Company of New Jer- 
sey is rapidly acquiring control of pro- 
duction and marketing in all of South 
America excepting in the Argentine Re- 
— where domestic corporations con- 
trol. 

The Carter Oil Company, one of the 
largest producing companies in the world, 
with many large oil wells in West Vir- 
ginia and Oklahoma, is another present 
day subsidiary which has great future 
possibilities. The New Jersey corpora- 
tion is believed to own all of its $2,- 
000,000 capital stock. This company in 
turn owns a number of valuable subsidi- 
ary properties. 

Another valuable domestic subsidiary 
is the Standard Oil Company of Louisi- 
ana which has large refining plants in 
Louisiana, also marketing throughout the 
South, excepting on the Atlantic Sea- 
board, and in the Southwest. The com- 
pany recently appropriated several mil- 
lion dollars for enlarging its refineries. 
The Standard Oil Company of New Jer- 
sey owns the entire $5,000,000 capital 
stock of the Louisiana company. 

The Roumanian-American Oil Com- 
pany, controlled if not owned outright by 
the Standard Oil Company of New Jer- 
sey, has had a remarkable earnings’ rec- 
ord. This company produces, refines, 
transports and markets oil in Roumania, 
also selling to Central European nations. 
Its earnings in recent years have aver- 
aged close to 100 per cent. a year on the 
present capitalization of about $5,000,000. 

The American Petroleum Company, 
which operates in Belgium and Holland, 
earned about 50 per cent. on its $3,- 
000,000 capital stock (of which over half 


is owned by the Standard Oil Company 
of New Jersey) before the war. While 
its recent earnings are doubtless impaired 
by present conditions, it should again be 
a valuable property after the war is over. 

The German-American Petroleum 
Company, whose $7,500,000 capital stock 
is all owned by the New Jersey company, 
is doubtless of little present value to the 
company. The loss of its earnings, how- 
ever, is not.so material when it is con- 
sidered that long before the war there 
was a movement on foot in Germany to 
establish a government oil monopoly 
which, if consummated, would have 
driven this German subsidiary out of 
the country. As only one of many 
sources of earnings for the parent com- 
pany, its loss would have small influence 
on the total earnings of the New Jersey 
company. 

Among other larger companies owned 
or controlled by the Standard Oil Com- 
pany of New Jersey are the Oklahoma 
Pipe Line Company, with $5,000,000 cap- 
ital stock, operating oil transportation 
properties in the Southwest; and the 
West India Oil Company, with $3,000,000 
capital stock, which markets oil in the 
West Indies and in parts of South Amer- 
ica not covered by the Standard Oil Com- 
pany of Brazil and the International 
Petroleum Company. Other important 
properties include a large number of 
properties producing and marketing nat- 
ural gas, the total capitalization of which 
is in excess of $20,000,000. 

Smaller subsidiaries of the company, 
some of which may be developed into im- 
portant properties, include the West In- 
dia Refining Company, with $300,000 
capital stock, which operates oil refiner- 
ies in Cuba; the Gilbert & Barker Manu- 
facturing Company, capital stock $40,000, 
which manufacturers various special 
petroleum products; the Hazelwood Oil 
Company, with $350,000 capital stock, a 
producing property owning wells in 
Pennsylvania; the Atlantic Steamship 
Company, with $250,000 capital, owning 
oil tankers engaged in trade with South 
Europe before the war; the Interstate 
Cooperage Company, with $200,000 capi- 
tal stock, which is engaged in manufac- 
turing barrels to contain oil ; the Bedford 
Petroleum Company, with $350,000 capi- 
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tal stock, which markets oil in France; 
the Italian-American Petroleum Com- 
pany, with $1,000,000 capital stock, which 
markets oil in Italy ; and various produc- 
ing, refining and transporting properties. 

It is considered probable that the com- 
pany owns other subsidiaries. It is also 
believed that some apparently minor 
properties have large earnings far in ex- 
cess of their capitalization and hence are 
really of considerable importance. 


Market Position 


In recent weeks the stock of this com- 
pany has advanced frqgm below $400 a 
share to a recent high of $451 because of 
persistent reports that either larger divi- 
dends than the present 20 per cent. a year 
or an extra dividend were forthcoming. 
The market movements of the stock since 
the dissolution of 1911 have been as fol- 


lows: 

1912 1913 1914 *1915 
ree 429 448 433 451 
Low «ienwe 355 328 355 385 


*To August 27. 

It will be noticed that the recent high 
is above the best figures of 1912 and 1914 
and even above the best price of 1913 in 
which year an extra dividend of 40 per 
cent. was distributed besides the regular 
20 per cent. 

In conclusion, having pointed out the 
value of the properties of the company 
and its undoubted large earning 
power, it might be well to say that the 
management of the corporation today is 
a model for large organizations all over 
the world. It is most conservative as re- 


gards its various enterprises, and even 
its liberal dividends have been propor- 
tionately far below those of almost every 
large corporation in the world when con- 
sidered in conjunction with available 
earnings. This, however, has resulted in 
the replacement in the properties of the 
company or its subsidiaries of more. than 
the par value of the capital stock, and this 
was accomplished without including such 
items in its assets as good will, patents, 
copyrights, franchises, etc. In addition 
to this, a profit and loss surplus of un- 
doubtedly great magnitude has been ac- 
cumulated. 

Whatever may have been truthfully or 
falsely said of its business methods of 
past generations, the present day man- 
agement has given every evidence of ef- 
fort to strictly comply with the law. As 
for its past history, it must not be forgot- 
ten that in the period from 1862 to 1880, 
the company and its predecessors actively 
fought wild-cat exploitation of the oil in- 
dustry and restored order out of the 
chaotic condition which prevailed for sev- 
eral generations after the first important 
development of the oil industry in this 
country. If nothing else of importance 
to the country was ever accomplished by 
a large corporation, the Standard Oil 
Company of New Jersey brought great 
economic gain by the development and 
placing in commercial use of many bi- 
nroducts of petroleum which had been 
thrown away in the days before the ex- 
perts of the company found a use for 
them, and converted them into a pro- 
lific source of profit. 








Oil Notes 





Anglo-American.— Has been enjoying 
great prosperity. Rumored that in the fall 
rs directors will declare an interim divi- 
dend. 


Atlantic Refining—Declared a dividend 
of $5 a share. Company is paying at the 
rate of $20 per annum. 

California Oil Production.—In July crude 
oil production totaled 250,000 bbis., an in- 
crease of 1,500 bbls. over June, 1914. Daily 
me output still 30,000 bbls. less than in 


Galena Signal Oil—Has renewed con- 
tract with the govt. railroad of France and 


Algeria at an increased price. The Mida 
railroad has also signed a new contract for 
ten years at an advanced figure. In first 
six months of current fiscal year company 
has earned its dividend with large surplus 
balance. It is probable that there will be 
no change in the present dividend rate this 
year, though talk of an extra disbursement 
is current. 


General Petroleum.—Mercantile Trust 
Co. of San Francisco has received deposits 
of $7,000,000 of General Petroleum es 
and interim certicates subject to the order 
of the protective committee. New York 
committee which is co-operating with the 
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California committee controls $6,000,000 of 
bonds which leaves about $5,000,000 bonds 
and interim certificates outstanding. Time 
for deposit has been extended to Sept. 15. 


Mexican Petroleum.—Management is ex- 
tending company’s facilities. Five new 
tank vessels will double oil carrying ca- 
pacity on water. The political situation in 
Mexico is still a drag on the growth of the 
company. 


Ohio Oil.—Declared regular quarterly 
dividend of $1.25, and an extra dividend of 
74c. This was the same as in June. 


Pierce Oil—Better oil prices is helping 
the company. Plans are under way looking 
to resumption of operations at theTampico 
plants. 


So. Penn. Oil.—Prices on eastern grades 
of crude oil have advanced 25c. a barrel 
since August 13, which means an increase in 
earnings on So. Penn.’s production of 
nearly 10% per annum. Insiders say that it 
will not be long before the company is back 
on its former quarterly dividend rate of 3% 
and 2% extra. So. Penn. is now paying 
3% quarterly. 


Standard Oil of California.—Last year 
earnings were equivalent to 20.24% on the 
stock in face of general depression and 
decline in crude oil prices. Earnings so 
far this year have been somewhat above the 
1914 rate. This company stores nearly 


50% of the entire amount of oil stored in 
California. 


Standard Oil of Ohio.—Declared a quar- 
terly dividend of $3 per share and an extra 
dividend of $3 per share. 


Standard Oil of New Jersey.—Earnings 
this year to date have been at a rate per 
annum of approximately 52% on its stock. 
An extra dividend at the end of the year 
would not be surprising as the company is 
now paying only 5% quarterly. Various 
guesses have been made as to the sale price 
which Standard Oil of New Jersey received 
when it disposed of its three pipe lines to 
former subsidiaries. They run as high as 
$50,000,000. Payment is supposed to have 
been made partly in cash and partly in se- 
curities. When the latter are sold the 
stockholders may look for a “melon,” ac- 
cording to certain interests close to the 
company. These same persons give $634 
a share as the book value of the stock of 
this company. The stock sold at $450 on 
the Curb recently. 


Texas Co.—Director says company has 
25,000,000 bbls. of oil stored. Rumor that 
company is to separate its business into two 
departments, pipeage and production, is not 
correct. Report for the year ended June 30 
last, shows gross earnings of $26,391,745, 
and a surplus, after charges, of $6,393,327, 
equal to 21.3% on the $30,000,000 capital 
stock as against 20.6% for the previous 
year. 








Mining and Oil Inquiries 





Utah Copper 


T. W. B., Philadelphia--Utah Copper is 
one of the standard issues of this class. 

The May production is at the rate of 
168,000,000 pounds of copper per annum, 
on which basis, with copper at 20% cents 
per pound, the company, from its own op- 
erations, could earn nearly $22,000,000 a 
year; including its equity in Nevada Con- 
solidated’s profits total earnings would be 
over $25,000,000 a year, or $15 per share on 
the 1,625,000 shares of Utah outstanding. 
The “if” in these calculations is, of course, 
that copper is selling at 20% cents per 
pound under the extraordinary demand 
created by the European war, and no one 
is wise enough to | how long the copper 
companies can sell their product at such a 
figure. Profits of the Utah Copper Co. are, 
however, rolling up at a rate which makes 
the dividend of $4 per share suggestive of 
a substantial “extra” at the end of the fiscal 
year in accordance with the announced 
policy of the management. 

Utah Copper Co. is operating now at 
100 per cent. of capacity for the first time 
in its history. This means that it is in posi- 
tion to take full advantage of the present 


price of copper and consequently is making 
money fast. 

With regard to dividends on Utah Cop- 
per—and this applies to Chino, Ray Con- 
solidated and Nevada Consolidated—its 
regular dividend is at rates which directors 
believe can be maintained on 13-cent cop- 
per. Any further profits which may not be 
necessary in the conduct of the business 
will be paid to stockholders yearly. 





California Petroleum 


S. H.—California Petroleum is a market 
football, and is too much the subject of the 
whims of a small speculative group whose 
next move hardly anyone can seem to guess. 
We have ecsentinaty advised our subscrib- 
ers against buying it, notwithstanding that 
it has some substantial moves occasionally. 

Intrinsically it is not a desirable stock. 
The earnings of the company are poor, and 
there is little hope of a legitimate dividend 
on the common for a long time. But if 
you have it, keep it for a while longer— 
especially if it now shows a loss. We are 
apparently in the midst of an unward trend 
in the market, in which this will doubtless 
share to a greater or lesser extent. 

















Mining Digest 





Ahmeek.—PRODUCED 2,400,000 pounds 
copper in July, and 11,000,000 pounds in first 
half year. 


Alaska Gold Mines.——-TREATING 5,000 
tons daily at cost of 65c. per ton. Ore aver- 
aged $1.50 gold per ton. 


Anaconda Copper. — CONSIDERABLE 
construction work being pushed on outly- 
ing properties. 


Arizona Commercial. — PRODUCING 
between 400,000 and 500,000 pounds of cop- 
per a month, and earning from $30,000 to 
$40,000 per month. Management believes 
company has cut a continuation of the Old 
Dominion fissure vein. 


Arizona Copper. — EARNED about 
$1,000,000 net in half year ended March 31. 
hn refine a portion of its product here- 
alter. 


Butte & Superior—PROFITS in second 
quarter for 1915 were $7.75 a share, based 
on 12.68c. spelter. Earnings for half year 
were $12.02 per share. Company expects 
to do as well in second half year. 


Calumet & Hecla—HOISTED more than 
11,000 tons rock per day in July. July pro- 
duction estimated at 8,000,000 pounds. 


Canadian Mining & Exploration. — 
MARKET value of assets given as $2,485,- 
587, or $14,412 less than paid stock sub- 
scriptions. 

Centennial—EXPECTS to earn between 
$2.50 and $3 per share this year. 

Champion Copper.— Declared $2 divi- 


dend, making $19 in dividends declared since 
February 21. 


Chile Copper.— FULL operations ex- 
pected by October. One drill hole down 
1,530 feet, and continues in 2.11% ore. 


Consolidation Coal—SOLD 60,000 tons 
of coal to Egyptian Railways. 


Dome Mines.—IN July treated 28,300 
tons at an average value of $4.67 per ton. 
July tonnage is the largest in company’s history. 


_Federal Mining & Smelting. — DE- 
CLARED regular quarterly preferred divi- 
dend of 1%. 


Greene-Cananea Cone FLOTATION 
Process introduced at Greene plant. 


Hollinger Gold. — EARNED 7,493 
against dividend requirements of ,000 
from January 1 to July 15. 


Inepiration Copper—-NEW mill will be 
in full operation by next January. Co. is 
now treating 2,500 tons per day. When at 
capacity will make 125,000,000 to 140,000,000 
lbs. of copper per annum. 


Kennecott Copper.—IMPORTANT vein 
of 70% copper discovered on 500-foot level. 
Intimated arinual dividend rate will be in 
excess of $3 per share. 


Miami Copper.—JULY output of 4,087,611 
Ibs. is high record, and cost of 8.19 cents 
per lb. a low record. 


Magma Copper.—J ULY-operating profits 
about $75,000. Directors to meet this month 
to declare initial dividend. Probably 37%c. 
per share quarterly. 


Nevada Consolidated—EARNINGS in 
June quarter nearly twice those of previous 
quarter, and output 50% larger. 


North Butte—PLANNING to develop 
Rainbow and London properties. 


Nipissing—RUMOR denied that it has 
contract with the United States govern- 
ment to deliver large amount of silver. Com- 
pany to acquire important new silver property. 


Pond Creek; Coal.—JULY output total 
77,000 tons. Second largest month in com- 
pany’s history. 


Quincy Mining—DECLARED quarterly 
dividend of $2, making $5 for year to date. 


Ray Consolidated—PRODUCED 14,524,- 
380 Ibs. in June quarter, and showed net in- 
come of $1,340,000, against dividend require- 
ments of $547,000. 


Shannon Copper—PRODUCED in BR 
928,000 Ibs. of copper, and earned $55,000 
net. A oem of production about 12% cents 
per | 


Stewart Mining.—IN fiscal year ended 
June 30 paid 42%% dividends, making total 
of 140% since June 30, 1913. 


Standard Silver-Lead—DECLARED div- 
idends of 2%c. per share; net profits for 
July $85,000. 


Tennessee Copper.—BRITISH govern- 
ment inquiring for 20,000 tons of sulphuric 
acid. President deplores speculation in 
stock. Acid profit this year estimated at 
50%, and copper profits 12% on stock. 


Tonapah Extension—DECLARED regu- 
lar quarterly dividend of 5%, and extra 
dividend of 24%. 


Utah Consolidated—DECLARED divi- 
dend of 50c. a share. 


Utah Copper.— IMPROVEMENTS at 
mil] to increase production 25%, or 3,000,000 
Ibs. a month. 


Yukon Gold—HAS acquired new Cali- 
fornia dredging property with gross value 
estimated at $4,000,000. Has ordered largest 
gold dredge in the world. 
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Part II 
The Interpretation of Prices and Averages 





T GOES without saying that the most 
important facts given on the finan- 
cial page of the newspaper are the 

prices of the various stocks shown there. 
Every share of stock in every one of 
those corporations is owned by some- 
body, and the only way the owner has 
of knowing the price of his security is, 
in most cases, by consulting his news- 
paper from day to day. This creates a 
big demand for lists of prices and the 
newspaper of course endeavors to satisfy 
that demand as fully as possible. 

It is not only the owners of the stocks 
that are interested, but also many thou- 
sands of people who are thinking of buy- 
ing or selling, and many other thousands 
who keep posted on prices as a matter 
of general information. 

When a man gets interested in one or 
more securities, the first thing he does 
is to begin to notice their prices every 
day. From this he is generally led into 
noting the general course of the market 
as a whole—since he soon observes that 
the whole market has a general course 
or trend. The demand for some measure 


of the general trend of the market has 
led some of the best financial newspapers 
to publish each day averages of the prices 
of a selected list of railways and another 
list of industrials. It is advantageous 
to separate the two because they are 
often influenced by quite different 
factors. 

The investor, or prospective investor, 
who begins by noting from day to da) 
the price of some stock, is pretty apt to 
conclude before long that he would be 
helped if he had some sort of record of 
the price, so that he could the better 
judge the relation of present prices to 
past prices. He soon begins to keep 
memoranda of prices, with the dates of 
high and low points reached. 

The Use of Graphics 


As he becomes more and more in- 
terested, it is likely to occur to him that 
these memoranda could be kept more 
briefly and easily in graphic or chart 
form and he is probably found with a 
“little red book” in which he charts the 
progress of the market or of particular 
stocks in some convenient form. 
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So long as he looks upon these charts 
as nothing but records of past prices, 
they are useful and no legitimate objec- 
tion can be raised against them. If he 
allows himself to be switched off into the 
effort to discover some “system” by 
which future prices can be predicted, he 
is lost and should throw his charts into 
the waste-basket and make a fresh start. 
There is no way of predicting future 
prices except by the exercise of judg- 
ment and common sense. If he uses his 
charts merely as an aid to his judgment, 
they are helpful, but he must be careful 
to confine them strictly to their proper 
place. 

On the other hand, it must be admitted 
that it is impossible to keep in mind any 
definite and accurate idea of the past 
prices of several stocks and of the whole 
market, without some form of graphic 
record. Hence, while we admit that 
such records are subject to abuse, we 
must include them as a part of the neces- 
sary machinery of the man who intends 
to take a serious interest in investments. 


shows the opening price, when it is de- 
sired to record that also. 

This is a very simple and condensed 
method of recording prices and it is a 
decided help in forming an opinion when 
to buy or sell. It will be noticed, for 
example, that the price has a tendency 
to move in “channels,” as I have named 
them in previous articles. These are out- 
lined upon the diagram by dotted lines. 
Each of these channels represents the 
effect of some major influence upon the 
price of the stock, while the minor move- 
ments within the channel are the result 
of “technical” conditions—that is, the 
operations of floor traders and day-to- 
day speculators. 

It will be observed that when the price 
breaks out of this channel on one side 
or the other, it has a tendency to rebound 
sharply. This is because speculators 
have temporarily pushed the price farther 
than was warranted by the conditions. 

Such a diagram is helpful in practical 
work. For example, if on June 1 you 
believed that the general movement of 
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Two forms of priee records are in 
common use and illustrations of both 
are given herewith, covering the move- 
ment of Reading from May 1, 1915, to 
August 17. The first is simply a tran- 
scription of the price record of the stock 
as it appears in the newspaper day by 
day. Paper is used which is ruled in 
small squares, usually eight to the inch. 
One vertical line is used for each day 
and one space represents half a point 
movement of the price. A line is drawn 
to show the price range for each day. 
A tick at the right side of the line shows 
the closing price, and one at the left side 


the price should be upward—that is, that 
conditions were bullish, for as I have 
said the graphic indicates nothing about 
that—you would not be likely, after ex- 
amining the graphic, to buy when the 
price was at the upper dotted line, but 
you would wait for it to approach the 
lower dotted line. You would thus make 
your purchase about five points lower 
than though you had bought when the 
price seemed strongest. If in the same 
way you were able to sell five points 
higher than you might otherwise have 
done, your gain from using the graphic 
would be manifest. 
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The principal swings of the price were 
of course caused either by the develop- 
ment of the general situation or by spe- 
cial news affecting the Reading road. 
The sharp decline beginning August 11 
was chiefly due to the adverse decision 
of the Interstate Commerce Commission 
in regard to anthracite rates. The 
abrupt downward movement at the be- 
ginning of the graphic was largely the 
result of the sinking of the Lusitania— 
although the position of the market was 
weak when this news came out, so that 
the decline could hardly be said to be en- 
tirely due to that reason. The slow up- 
ward movement extending over most of 
the graphic represented the gradual im- 
provement of business conditions. 

The “Figure Chart” 

The other brief and convenient method 
most commonly employed for recording 
prices is shown onthe second diagram 
and is usually called a “figure chart.” 
The same paper, ruled in small squares, 
is used, and whenever the price touches 
or crosses a whole number, a cross is 
made on the diagram after the manner 
shown, fractional prices being ignored. 


Suppose we have a price movement as 
follows: 8034, to 81%, to 79, to 80%, 
to 79%, to 82, to 81, to 82%, to 81%, to 
83, to 80%, to 8134, to 78%, to 83, to 81, 
to 84, etc. Each whole number will be 
noted on the chart when it is reached or 
crossed, as follows: 


&+ x 
83 x x x 
82 x x x x x x 
81 x x x x x x 

80 x x x x 

ae x x 


Reading sold ex-dividend two points on 
July 27 and the manner of treating this 
is shown on both diagrams. On the daily 
chart the dividend is shown by the dotted 
line marked “X.” On the figure chart 
the large “X” at the price of 145 July 27 
shows that this was the first price after 
the stock soi. ex-dividend. 

I think this method of handling the 
dividends is the best for the man who 
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In order to keep this record in its com- 
plete and most useful form, it is neces- 
sary to have the continuous quotations 
for each day—not merely the opening, 
high, low and closing. For this reason 
the figure chart cannot conveniently be 
kept in its full form by those at a distance 
from New York, as the continuous quo- 
tations are published by two New York 
papers only. 

An example will make plain the exact 
method of constructing the figure chart. 





watches tHe market by the aid of his 
newspaper. Active traders, who follow 
the tape or watch the blackboard usually 
raise the scale at the left of the diagram 
to correspond with the amount of the 
dividend, as they think that is a better 
and more symmetrical record of the im- 
mediate movement of the price. It 
makes very little difference, probably, 
which plan is followed. 

I have tried to give above a brief ex- 
planation of the practical uses of records 
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in graphic form. There is no such thing 
as “chart-reading,” in the sense of judg- 
ing the future of the market by its past 
as shown on the charts. But on the other 
hand, the better and more accurate and 
definite the information that the investor 
has in regard to the level of present 
prices as compared with previous fluctua- 


tions, the better start he gets for the ex- 
ercise of whatever judgment he may 
have in regard to the investment situa- 
tion. 

I will take up “average” prices more 
fully in connection with volume of trade, 
in the next article. 

(To be continued.) 








Reducing “G. T. C.” Orders When Stock Sells 
Ex-Dividend 





DITOR of the Magazine of Wall 
Street: 

At the time Reading last sold ex-divi- 
dend, I had order placed to buy a certain 
amount of this stock at 151% stop; 
this order being a quarter point above 
the last high. Two or three days after 
I received a telegraphic notice from 
my brokers advising that my order had 
been executed at 149%. Upon receipt 
of this report, wired the brokers stating 
I had given no instructions to purchase 
at 149%, and have received letter from 
them stating that it is the invariable 
rule to reduce the order the amount of 
dividend on date of ex-dividend and 
stating they had sent me notice to this 
effect. Received the written notice im- 
mediately after the notice of purchase, 
too late to do any good. 

Are my brokers correct in their state- 
ment? It would not seem to me that it 
would be proper to change an order jn 
this manner until O. K.’d by customer, 
as a stock often gains the amount of 
dividend in a very short time.—J. P. 

It is the rule of brokerage houses 
here in New York to reduce standing 
(or g. t. c.) buying orders an amount 


s 
equal to the dividend as soon as the 


stock sells “ex.” Selling orders, how- 
ever, are not so reduced, but are left at 
the same figure as before the dividend 
came off. 

The philosophy of this is that when 
the trader is long of stocks, the divi- 
dend will, in the long run, substantially 
balance the interest charges on his ac- 
count, and it is, therefore, assumed that 
he will not wish to reduce his order to 
sell his stocks when the dividend comes 
off. On the buying side, however, it 
is presumed that the buyer will prefer 
to reduce his order by the amount of 
dividend. 

These rules are applied to stop orders 
as well as to ordinary buying and sell- 
ing orders. This seems a little unrea- 
sonable, as stop orders are usually of a 
quite different character and put in for 
different purposes from other orders; 
but it seems to be the rule of all the 
houses we are familiar with. 

Most brokers endeavor, if convenient, 
to reach the customer by telephone or 
otherwise and learn his wishes in re- 
gard to changing his price when the 
dividend comes off, but it is not always 
practical to do this, especially if the 
trader lives at a distance. 


MTA MTN ee 

MARKET which repeatedly refuses to respond to 

good news after a considerable advance is likely 

to be “full of stocks”; likewise a market which will not 
go down on bad news is usually “bare of stocks.” 

HAN 10000 RMR 


























Technical and Miscellaneous Inquiries 








Surplus Deposits 

I have been endeavoring to keep a record of 
surplus deposits as shown by the New York 
Clearing House institutions in their weekly 
statement. Have added the net demand de- 
posits and time deposits together, then sub- 
tracted the loss, which gives at the present 
time a balance of surplus deposits of about 
$120,000,000. Would thank you very much if 
you would inform me whether or not my 
method is correct.—B. D. 

Your method is correct. Doubtless you are 
using the figures for all the banks and trust 
companies in the Clearing House combined, 
hence your figures will not agree with the 
per cents given in the table of statistics which 
appears in every other issue of THE MAGAZINE 
or Watt Srreet. This makes no difference, 
provided that the same figures are used 
throughout the entire compilation, so that the 
graphic will be consistent with itself. 





“G. T. C.” Orders 


Not long past I bought a string of several 
stocks in odd lots at the market. I entered 
orders on same to sell five points up or stop 
three points down. I received a reply from 
my broker stating that orders had been entered 
as above good “until cancelled or changed.” 
A week later I wired him to sell all my stocks 
at the market, which he did. 

More than a week later I received notice of 
sale of three of these stocks five points above 
purchase two weeks .past. 

On calling his attention to this he replied 
that since these old orders were never 
cancelled, I would have to accept the execu- 
tions.—C. C. 

Your broker was, strictly speaking, correct 
in his handling of your orders. Since you did 
not explicitly cancel your selling orders, they 
still stood on his books and were executed 
when the specified prices were reached. It is 
always necessary in such cases to watch these 
open orders and cancel them when you do 
not wish them executed. 

Some brokers, however, would have watched 
your business more carefully and would have 
reminded you when you sold your stocks that 
you still had standing some G. T. C. orders 
which you would probably desire to cancel. 





Short Sales for “Investment” 


Is it possible to operate on the short side 
— to an outright purchase on the long 
side? 

What is the broker’s procedure in a short 
sale?—S. W. 

It is not possible to sell stock short in any 
way that exactly corresponds to an outright 
purchase on the long side. You can, however, 
deposit a very liberal margin with your broker, 
so that your short sale will be amply protected 
in case of any extended advance in the price 
of your stock. 


The broker, when selling stock short for a 
customer, borrows the necessary certificate 
from some other broker for delivery to the 
buyer. You will find full information in re- 
gard to the machinery of selling in “Pratt’s 
Work of Wall Street,” price $1.85, postpaid. 





Stop Orders in Odd Lots 


My broker refuses to accept stop loss orders 
on-less than 100 shares. Is his position justi- 
fied by custom?—W. E. 

Our opinion would be that if your broker 
accepts your orders to buy. or sell 10 shares of 
stock on margin, he should also accept a stop 
order for 10 shares. From the legal point of 
view, he has a right to run his business in this 
particular in accordance with his own ideas, 
but all the brokerage houses we know which 
accept odd lot orders on margin, accept stop 
orders just the. same as any other kind of 
orders. 





Mix-up Over Partial Payment Plan 


I am a small trader and buy on partial pay- 
ment plan. On August 3 I placed a verbal 
order to buy 5 Crucible at the market. About 
10 minutes later I was informed that stock had 
been bought for my account at 72%. On 
August 4, my local broker said to me: “New 
York won't accept that order on Crucible on 
partial payment plan at present prices.” 
August 5, I received a confirmation from 
New York, in the usual form, covering 5 
Crucible bought for my account and risk at 
72%.” Now, where do I stand? Have I the 
stock or haven’t I? It is my opinion that 
these Crucible shares are charged to me after 
all, and that there must be some mix up. Can 
I compel my broker to furnish me this stock, 
especially since I was informed they had been 
bought for me and I received confirmation 
covering the purchase ?—E. B. 

If you have a confirmation from your broker 
in, the usual form confirming the purchase, 
there can be no question at all that the stock 
was bought for you and now belongs to you 
We judge that your broker’s statement to the 
effect that New York would not accept the 
order on “partial payment plan,” refers not to 
the purchase but to the “partial payment plan.” 
That is, your broker purchased the stock in 
accordance with your order and will deliver it 
to you, if paid for in full, or will doubtless 
carry it on a reasonable margin for you, but 
does not care to handle it on the “partial pay- 
ment plan.” This is an entirely reasonable 
position, in view of the high speculative char- 
acter of Crucible Steel and the sharp advance 
it has had. He could not be expected to carry 
it for you on the ordinary “partial payment 
plan” under these conditions. 

We think if you will have a frank talk with 
your broker’s representative in regard to this 
trade, you will have no difficulty in getting 
the matter straightened out to your satisfac- 
tion. 


























COTTON AND GRAIN 























innumerable attractive 
opportunities for profitable deal- 


HERE are 


ing in cotton. Houses engaged in 
the cotton commission business, when 
members of recognized Exchanges, are 
among those unimpeachable for integrity 
and fidelity. New York has the leading 
cotton market of the world, and its Ex- 
change affords advantages to those inter- 
ested in cotton which some of the others 
cannot boast. 

The government provides the trade 
with periodical reports, issued very fre- 
quently. They estimate the growing 
condition of the crop from the stage be- 
fore the seeding has been finished to the 
stage when the crop has been all picked 
and ginned. The government goes even 
further; it visualizes the distribution of 
the crop, telling how and where the cot- 
ton is being consumed from time to time. 

In addition, there are numerous other 
organs constantly supplying valuable and 
reliable data, bearing on the cotton mar- 
ket as price-shaping factors. Several 
large concerns engage their own crop 
experts and correspondents to keep them 
unbiasedly informed as to what may be 
transpiring. The New York Cotton Ex- 
change maintains an expert statistical 
staff and in other ways makes available 
essential cotton facts. Succinctly, there 
is a “raft” of guiding reports at the dis- 


posal of the trader in cotton which must 
aid him in forming conclusions and price- 
ideas. 

And there are natural advantages ac- 
cruing to those having to do with the 
valuable white product of the South. In 
this category may be mentioned the fact 
that the great bulk of the world’s cotton 
is produced in the American South— 
prices are really directed in this country 
and the important distribution of cotton 
takes place on our land. 

If one becomes convinced that the price 
of cotton is lower than warranted, the 
next step is to acquire some cotton. You 
may, through the medium of the Ex- 
change purchase any quantity of the 
ACTUAL cotton, receive it within a few 
days after the purchase date if desired 
and hold it indefinitely, until a selling 
price appeals to you. This is a cumber- 
some method for the speculatively in- 
clined investor. There are many technical 
points arising from a transaction of this 
sort, storage, insurance and _ interest 
charges and you can only enter one side 
of the market by such a transaction— 
the buying or LONG side. 

But to deal in CONTRACTS on the 
New York Cotton Exchange is a simple 
matter bereft of inconveniences. If the 
price of these contracts, which have a 
broad and popular market, is low, you 
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may get LONG of the market by pur- 
chasing one, two or three of them or as 
many as you choose. If the price is high 
and you anticipate a fall, a position on 
the SHORT side may be taken by sell- 
ing these contracts. 

In the dealing of these contracts or 
FUTURES as they are oftimes desig- 
nated, there are no interest, warehouse 
or insurance charges. You will merely 


Fluctuations 

A study of the price changes for a 
number of years shows that cotton quo- 
tations fluctuate an average of fifteen to 
twenty points daily. There are excep- 
tional periods when fifty to eighty point 
changes are registered in the course of a 
day. Rare cases are those of 100 point 
movements in a regular session, from. 10 
a. m. to 3 p. m. 








Official Cotton Quotations on New York Cotton Exchange from 1913 to 1915 








Season Highest Lowest Average Price 
Ry ee eee 10.60 7.25 
BEANS Scctsicntdgcagesccce 14.50 11.90 13.30 
BRED Scccede deen seesevece 13.40 10.75 12.30 
BPMER sen cvesaudevsscccccs 13.40 9.20 10.83 
BOrEL vesdvcccscosccccccce 19.75 12.30 15.50 
DEED Kodcseess¥peesses vec 16.45 12.40 15.37 
ieeadessebeccdececcce 13.15 9.00 10.42 
GEE cdegd eededbecdiccces 13.55 9.90 11.30 
GOT cise ceceecccccccces 13.50 9.60 11.48 
GOED siccdcdevcccccccccee 12.60 9.85 11.20 
RPM es vdacsccccccescenes 11.65 6.85 9.13 
NO ve Fevisccccccvcccecce 17.25 9.50 12.58 
be asked to pay a commission of four Margins 


points after a COMPLETE transaction 
—i. e., the buying and selling of one 
contract. 


The “Contract” 


It is essential to remember that a con- 
tract on the New York Cotton Exchange 
is ONE HUNDRED BALES. Thus, 
five hundred bales bought or five hundred 


A trader is required to protect his 
“long” contract against a slump in the 
market or his “short” contract against 
an advance. The amount of money de- 
manded for this margining or protection 
of contracts depends largely upon the 
state of the market—whether it is active 
or quiet, and it should be a simple detail 
for the commission house to arrange 








Comparative Crops for a Series of Years 


Bales. 
OTT SC anne a's 
dip ndy coe conene se 16,890,000 
Oct eccanccoesset cam 14,588,000 
PMc ckindcdesevecdsawe 14,167,000 
ren veaseaskcned 16,138,000 
Dts eeoosvtadedédnse 12,120,000 
Dich tceehevesesneats 10,610,000 


Bales. 

ee 13,825,000 
. 2. eer 11,571,000 
SE Mite Sos 60 cteuet bes 13,510,000 
a ies cévassawesbenen 11,345,000 
Shines coecnsdenentaed 13,566,000 

SE Gs oo Ginn beceanesata 10,011,000 
PM canGassben aibue des 10,728,000 











bales sold would represent five contracts. 
This ONE HUNDRED BALE contract 
dealt in is the MINIMUM quantity that 
can be bought or sold according to the 
rules of the New York Cotton Exchange. 
Each point fluctuation in the market is 
equal to five dollars on a contract; a 
thirty point rise or decline being equiva- 
- to $150 on a single contract of 100 
es. 





agreeably with its customer for marginal 
deposits. Ordinarily, a sixty or seventy 
point margin ($300 to $350 on a con- 
tract) suffices. 

Cotton contracts are quoted in cents 
and hundredths of a cent per pound. A 
price of 9.90 for December cotton would 
mean .09 90/100c. per pound. There are 
500 pounds to a bale and fifty thousand 
pounds to a cotton contract; hence a 
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hundred point fluctuation, equal to a cent 
a pound would be equivalent to $500 on 
one contract. At 9.90 a contract would 
represent a money value of $4,950; at 
10.90 the value would be $5,450. 

It is essential to bear in mind that an 
operator long or short of say, December 
cotton, really does not have to close his 
commitment while December is shown on 
the calendar, although few outside trad- 
ers remain in a contract until it becomes 
a CURRENT MONTH contract. Ar- 
rangements can easily be made with the 
brokerage house to transfer the commit- 


ment as far as ten or eleven months 
ahead. Thus for the speculator it is gen- 
erally advisable to select the more remote 
contracts. At present, there is a very 
satisfactory market for contracts not ex- 
piring until near the end of May, 1916. 

Appended, are shown the crops for a 
series of cotton seasons, also the prices 
which ruled in the New York market. 
Until very recently, the cotton season was 
calculated from September to September, 
but it is now figured from August 1— 
the approximate date at which new cot- 
ton starts to move from the plantations. 








Autumn Problems in Cotton 





By C. T. REVERE 





EVELOPMENTS IN COTTON 
during the last two weeks have 
failed to throw much light on the 

outlook, but the time is not far distant 
when the situation can be analyzed with 
more accuracy. There has never been a 
period in the history of the trade when so 
many complexities were involved. The 
operator who attempts to forecast the 
future must deal with the puzzling prob- 
lems of international politics, an unpre- 
cedented situation in foreign exchange, a 
large surplus from the old crop, doubt 
concerning facilities for marketing the 
new crop, a complete readjustment of 
ideas in relation to the factors entering 
into consumption, and last, but not least, 
a confusion of ideas over the present sea- 
son’s production. 

The situation promises to be clarified 
to a certain extent by the development of 
several of these factors at an early date. 
For instance, the cotton trade is in a 
fair way to learn where it stands in re- 
gard to exports. The contraband declara- 
tion has been issued by France and Great 
Britain and unusual difficulties will sur- 
round shipments of cotton to Germany. 
Hitherto these exports have been sub- 
jected to irregular seizures and American 
cotton exporters were largely in the dark 
as to the procedure they should take. 
They knew that direct shipments to Ger- 


many were attended by great hazard, but 
continued to send cotton to Norway, 
Sweden, Holland and Italy. 

Under the rules of contraband the 
destination of the cargo will be the de- 
termining factor. Cotton can go forward 
to neutral countries, but not in such 
large amounts as to give rise to the sus- 
picion that some of these shipments will 
ultimately reach Germany and Austria. 
The burden of proof of enemy destination 
will be upon the French and British cap- 
tors and the case will go before the Prize 
Courts of these two big countries, which 
will be the sole judges of determining the 
legality of the seizures. Whereas before 
all cotton that was taken was paid for, 
the procedure of the Prize Court will 
permit confiscation and thus put Amer- 
ican shippers on their guard about violat- 
ing the rules of international law. 

The contraband declaration confessedly 
will operate against liberal shipments, and 
this feature is taken into consideration by 
France and Great Britain. Both of these 
countries have given assurances that the 
hardships attending their action will be 
mitigated to a certain extent. It is be- 
lieved that they will adopt measures en- 
tailing purchases that will offset to a 
considerable extent the loss of the Ger- 
man and Austrian markets. In fact, a 
certain amount of buying in the last two 
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weeks indicates that the Allies have al- 
ready taken steps to put their vague 
promises into execution. 

Germany is buying cotton in this coun- 
try. Large purchases have been made in 
the contract market, and these commit- 
ments, executed at reasonably low prices, 
will not be for sale for a considerable 
period unless the market makes a sub- 
stantial advance. 

For some time past the trade has been 
greatly obsessed by the large stocks of 
cotton in Europe, particularly at Liver- 
pool. The supply at the great English 
market is larger than ever before known 
at this stage of the season. Consequently, 
the American trade has been more or 
less surprised over the inquiries coming 
from English importers. This is ex- 
plained on the ground that the stock of 
cotton in Liverpool is low in grade and 
short in staple. Some merchants have 
burdensome accumulations of this cotton 
and are in no position to buy. Others 
have fairly clean books and are willing 
to import cotton from the new American 
crop in consideration of the present pre- 
mium obtaining in the Liverpool contract 
market. 

The break in foreign exchange to the 
new low basis adds materially to the cost 
of cotton importation. It means that the 
European buyer must convert the money 
of his country into American dollars, and 
by this operation he adds approximately 
20 per cent. to the cost of his purchases 
in the South. In addition to this the high 
freight rates and the high insurance rates 
make cotton a pretty expensive article 
by the time it reaches Europe. On the 
basis of prevailing exchange, freight and 
insurance rates, cotton bought in Texas 
at 9 cents costs nearly 12% cents by the 
time it reaches the Liverpool market. 
As the situation now stands, the South- 
ern planter may have a basis for com- 
plaining of low prices, while the foreign 
buyer can grumble about high prices. 
Although efforts have been made to cor- 
rect the exchange situation through huge 
gold shipments and establishment of 
credit in this country, it will be impossible 
to make any predictions with certainty. 
Exchange experts are committed to a 
rather pessimistic view and most of them 
look for a further decline. 


So far as the marketing of the new 
crop is concerned, there is a radically 
different situation from the one which 
confronted the trade at the beginning of 
last season. The financial resources of 
the Federal Reserve banks are plethoric 
and efficiently mobilized. Upon the bare 
announcement that the Allies had put 
cotton on the contraband list Secretary 
McAdoo announced a plan for placing 
$30,000,000 in gold in Southern Federal 
Reserve banks as a basis for loans to cot- 
ton growers at 6 per cent. interest. There 
is an enlightened and co-ordinated policy 
among Southern bankers who are deter- 
mined to see that the cotton grower who 
has his product properly warehoused and 
insured shall have ample funds at a rea- 
sonable rate. The warehouse facilities of 
the South have been largely increased and 
are now ample for a production equal 
to that of the present season. 

With all these troublesome factors in 
a fair way to be adjusted the price of 
cotton is now fairly up to the normal 
factors of supply and demand. Accord- 
ing to the condition report of the Bureau 
of Crop Estimates issued August 30, the 
crop promises to be somewhere in the 
neighborhood of 11,800,000 bales. The 
writer is firmly convinced of the futility 
of crop estimates at this season of the 
year. The yield may still be less than 
11,000,000 bales and may be more than 
13,000,000 bales. Everything depends 
upon the season from now on. 

The crop has been subjected to the in- 
jurious effects of a prolonged drought 
in Texas, parts of Oklahoma and scat- 
tered sections of Alabama and the central 
belt. This unfavorable feature has been 
recently corrected by copious rains. The 
precipitation was so abundant that for a 
time it gave rise to fears of damage from 
excessive moisture. This anxiety, how- 
ever, is groundless so far as direct injury 
is concerned. The plant at this stage of 
the season is too large to be hurt by rain. 
The quality may suffer, but the quantity 
will be increased, provided the new 
growth of the plant has sufficient time 
to mature before frost comes. 

Indirect injury, however, can result 
from the ravages of boll worms whose 
operations are greatly facilitated by a pro- 
longed wet period at this stage of the 
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season. The soil now has sufficient 
moisture to carry the crop through the 
remainder of the season. 

In 1900 Texas suffered from a drought 
similar to that which has prevailed this 
year. The Galveston storm of 15 years 
ago brought in its wake abundant rains 
which revived the shriveled plant. Frost 
held off until after the first of November 
and a bumper crop resulted. It is natural 
for one to presume that history will re- 
peat itself this year, but this is by no 
means certain. The plant requires time 
to put on fresh growth and to develop the 
blooms, squares and bolls. With a frost 
of average date the promise of a large 
addition to the yield might be grievously 
disappointed. 


There is no doubt that the advance of 
90 points in one week, which culminated 
just before the issuance of the Govern- 
ment report on August 30, has revived 
the courage of the bulls. Cotton has 
shown that it can advance in the face of 
an unfavorable international situation, de- 
moralized exchange and large accumula- 
tions of old supplies. Cotton is a great 
favorite with the speculative public. The 
price is by no means high, and it is more 
than likely that the market will meet with 
strong buying of a speculative and trade 
character on a moderate setback. More- 
over, it should not be overlooked that 
French and British interests are tacitly 
committed to the support of the market 
if there be danger of a drastic break. 








Paradox of the Wheat Market 





By P. S. KRECKER 





HEAT presents the striking para- 
dox of declining prices and mini- 
mum supplies. At a time when 

the visible reserves in the United States 
are just a trifle more than 8,000,000 
bushels, or barely one-fourth of the nor- 
mal visible at this time of year, when the 
world’s available supplies are a paltry 
71,000,000 bushels or only two-thirds of 
what they were a year ago and only 50 
per cent. of the available two years ago; 
when further, the movement of new crop 
wheat is suffering from unprecedented 
delay and receipts at primary markets are 
less than 50 per cent. of those last year 
(actual figures at present writing make 
the total receipts at 11 primary markets 
41,402,000 bushels since July 1 compared 
with 89,751,000 bushels the previous 
year) wheat future markets have been 
making new low prices for the season. 
Hopes of the bulls have been badly 
shattered and the bears are correspond- 
ingly elated. What makes the paradox 
the more emphatic is the fact that there 
is no immediate promise of improvement 
in the movement of new crop winter 
wheat while its quality is impaired so 
seriously as to reduce materially the 
prospective supply. A_ tropical storm 
sweeping up from Texas has interfered 


with threshing over a wide area of the 
winter belt and where the excessive rain- 
fall has not been felt, threshings reveal 
an abnormally high percentage of 
moisture. 

In spite of these conditions the 
paradox of the wheat market is more ap- 
parent than real. In the first place, even 
allowing for loss through excessive rain 
on newly cut winter wheat, there will un- 
doubtedly be a normal supply of that 
crop. In addition to this the promise of 
a brilliant spring wheat harvest has been 
undimmed either by heat or cold or rain 
and it now is certain that late harvested 
wheat will be in superabundant supply 
both in Canada and in the United States. 
Combine with this situation the ex- 
asperatingly dilatory tactics of European 
buyers, and the answer to the puzzle is 
had. There no longer is any question 
that foreign buyers are going to proceed 
with deliberation in accumulating their 
fresh supplies of wheat. English im- 
porters are paying little or no attention 
to the winter wheat situation in the 
United States. Neither the shrunken 
visible supply nor the.delayed movement 
and deterioration of quality of winter 
wheat has caused the slightest alarm in 
the United Kingdom, because of the 
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enormous spring wheat harvest, now 
practically secure from allharm. As sug- 
gested by the writer heretofore, England 
will show a preference for Canadian 
wheat this year and will take wheat from 
the United States only when the Domin- 
ion has disposed of its big surplus. In- 
creasing difficulty of financing purchases 
of wheat in the United States furnishes 
the most conspicuous explanation of this 
now obvious policy. 

Foreign exchange has broken to new 
low levels and talk of bolstering the 
sterling market up has had no practical 
effect. England can pay Canada when 
and where she pleases; she can go so far 
as to commandeer the wheat crop of her 
territorial farmers if need be, while she 
could not avoid paying us full prices. The 
question whether Great Britain can afford 
to bide her time in laying in supplies of 
wheat is answered by statistics on her 
present situation. Estimates of the wheat 
reserves of the United Kingdom place 
them at 28,000,000 bushels at the begin- 
ning of the current month. 

The new crop of wheat in the United 
Kingdom is believed to range anywhere 
from 68,000,000 to 72,000,000 bushels, or 
well above that of last year. It is figured 
by statisticians that under these circum- 
stances England has sufficient supplies to 
provide for her needs for the next five 
months. Long before that period shall 
have expired, Canada will be pouring her 
surplus into English bins while the 
United States will be offering spring 
wheat in unprecedented volume. With 
a prospective txportable surplus of half 
a billion bushels of wheat from the 
United States and Canada, England can 
well afford to wait. 

As for the general European wheat 
situation it may be said to be a little 
mixed. Italy is in an inferior position 
compared with a year ago. Then she had 
reserves, according to official statistics, 
of 54,000,000 bushels against only 
32,000,000 bushels this year, a shrinkage 
of 43 per cent. Moreover her crop is 
estimated to be only 164,000,000 bushels 
compared with 168,000,000 bushels last 
year, making an apparent deficiency in 
reserves and new crop supplies of 
28,000,000 bushels which must be made 
up with increased exports. Italy im- 


ported 60,000,000 bushels of wheat last 
year and should, at an equal rate of con- 
sumption, take about 90,000,000 bushels 
this. season. 

While reliable statistics on France are 
not available yet, it is certain that her 
wheat crop has suffered bad setbacks and 
is materially smaller than a year ago. On 
the other hand Russia has a large crop 
and European countries not in the war 
zone have increased their production. 

When .figuring upon the quantity of 
wheat which Europe will buy from the 
United States, statisticians are prone to 
ignore an element in the situation which 
is bound to have an important bearing 
upon exports at existing high levels. For 
it must not be forgotten that wheat is 
high at the dollar mark, although no 
longer abnormally high. The factor to 
which reference is made is the amazing 
increase in the world’s production of 
food cereals other than wheat. Remem- 
bering that the world’s yield of wheat 
this year is likely to exceed that of last 
season by between 18 and 20 per cent., 
an average increase of 20 per cent. in the 
harvests of other cereals cannot help but 
be a factor to be considered. 

Such an increase has taken place if the 
figures collated by the International In- 
stitute of Agriculture of Rome, Italy, are 
accepted as correct. Exclusive of the 
Teutonic countries, then, there has 
been a production this seasaon of 118.7 
per cent. in rye compared with last 
year, of 124.1 per cent. in oats, of 119.0 
per cent. in barley and of 117.2 per cent. 
in wheat. 

It will be seen that the average in- 
crease in the three cereal crops of rye, 
oats and barley, has been 20 per cent. and 
that the average increase in the grain 
supply of the world exclusive of corn 
has been about 20 per cent. This impor- 
tant increase is of course the economic 
answer to the high prices war created in 
the grain markets during the past season. 
Its bearing on the wheat situation is that 
all of the cereals mentioned are popular 
foods abroad, rye in particular, and that 
from economic necessity all will enter in- 
creasingly into human consumption by 
reason of their cheapness compared with 
the high price of the premier cereal of 
the world, wheat. 





